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State of the Union 


THE JUDICIARY IN A DEMOCRACY 
By PRESIDENT FRANKLIN D. ROOSEVELT 


Delivered in the House of Representatives, broadcast from Washington, 
January 6, 1937 


O THE Congress of the United States: For the first 
time in our national history a President delivers his 
annual message to a new Congress within a fortnight 
of the expiration of his term of office. While there is no change 
in the presidency this year, change will occur in future years. 

It is my belief that under this constitutional practice, the 
President should in every fourth year, in so far as seems rea- 
sonable, review the existing state of our national affairs and 
outline broad future problems, leaving specific recommenda- 
tions for future legislation to be made by the President about 
to be inaugurated. 

At this time, however, circumstances of the moment com- 
pel me to ask your immediate consideration of: First, measures 
extending the life of certain authorizations and powers which, 
under present statutes, expire within a few weeks; second, an 
addition to the existing neutrality act to cover specific points 
raised by the unfortunate civil strife in Spain; and, third, a 
deficiency appropriation bill for which I shall submit esti- 
mates this week. 

In March, 1933, the problems which faced our nation 
and which only our national Government had the resources 
to meet, were more serious even than appeared on the surface. 

It was not only that the visible mechanism of economic 
life had broken down. More disturbing was the fact that long 
neglect of the needs of the under-privileged had brought too 
many of our people to the verge of doubt as to the successful 
adaptation of our historic traditions to the complex modern 
world. In that lay a challenge to our democratic form of 
government itself. 


Ours was the task to prove that democracy could be made 
to function in the world of today as effectively as in the 
simpler world of a hundred years ago. Ours was the task to 
do more than to argue a theory. 

The times required the confident answer of performance 
to those whose instinctive faith in humanity made them want 
to believe that in the long run democracy would prove superior 
to more extreme forms of government as a process of getting 
action when action was wisdom, without the spiritual sacri- 
fices which those other forms of government exact. 

That challenge we met. To meet it required unpre- 
cedented activities under Federal leadership—to end abuses 
—to restore a large measure of material prosperity—to give 
new faith to millions of our citizens who had been tradition- 
ally taught to expect that democracy continuously provided 
wider opportunity and continuously greater security in a 
world where science was continuously making material riches 
more available to man. 

In the many methods of attack with which we met these 
problems, you and I, by mutual understanding and by de- 
termination to cooperate, helped to make democracy succeed 
by refusing to permit unnecessary disagreement to arise be- 
tween two of our branches of Government. That spirit of co- 
operation was able to solve difficulties of extraordinary mag- 
nitude and ramification with few important errors, and at a 
cost cheap when measured by the immediate necessities and 
the eventual results. 

I look forward to a continuance of that cooperation in 
the next four years. I look forward also to a continuance of 
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the basis of that cooperation—mutual respect for each other’s 
proper sphere of functioning in a democracy which is working 
well, and a commonsense realization of the need for play in 
the joints of the machine. 

On that basis, it is within the right of the Congress to 
determine which of the many new activities shall be continued 
or abandoned, increased or curtailed. 

On that same basis, the President alone has the responsi- 
bility for their administration. I find that this task of executive 
management has reached the point where cur administrative 
machinery needs comprehensive overhauling. I shall, there- 
fore, shortly address the Congress more fully in regard to 
modernizing and improving the executive branch of the 
Government. 

That cooperation of the past four years between the 
Congress and the President has aimed at the fulfillment of a 
two-fold policy—first, economic recovery through many kinds 
of assistance to agriculture, industry, and banking; and, 
second, deliberate improvement in the personal security and 
opportunity of the great mass of our people. 

The recovery we sought was not to be merely temporary. 
It was to be a recovery protected from the causes of previous 
disasters. With that aim in view—to prevent a future similar 
crisis—you and I joined in a series of enactments—safe 
banking and sound currency, the guaranty of bank deposits, 
protection for the investor in securities, the removal of the 
threat of agricultural surpluses, insistence on collective bar- 
gaining, the outlawing of sweat shops, child labor, and unfair 
trade practices, and the beginnings of security for the aged and 
the worker. 

Nor was the recovery we sought merely a purposeless 
whirring of machinery. It is important, of course, that every 
man and woman in the country be able to find work, that 
every factory run, that business as a whole earn profits. But 
government in a democratic nation does not exist solely, or 
even primarily, for that purpose. 

It is not enough that the wheels turn. They must carry 
us in the direction of a greater satisfaction in life for the 
average man. The deeper purpose of democratic government 
is to assist as many of its citizens as possible—especially those 
who need it most—to improve their conditions of life, to 
retain all personal liberty which does not adversely affect their 
neighbors, and to pursue the happiness which comes with 
security and an opportunity for recreation and culture. 

Even with our present recovery we are far from the goal 
of that deeper purpose. There are far-reaching problems 
still with us for which democracy must find solutions if it is 
to consider itself successful. 

For example, many millions of Americans still live in 
habitations which not only fail to provide the physical bene- 
fits of modern civilization, but breed disease and impair the 
health of future generations. The menace exists not only in 
the slum areas of the very large cities, but in many smaller 
cities as well. It exists on tens of thousands of farms, in 
varying degrees, in every part of the country. 

Another example is the prevalence of an un-American 
type of tenant farming. I do not suggest that every farm 
family has the capacity to earn a satisfactory living on its 
own farm. But many thousands of tenant farmers—indeed 
most of them—with some financial assistance and with some 


advice and training, can be made self-supporting on land 
which can eventually belong to them. The nation would be 
wise to offer them that chance instead of permitting them to 
go along as they do now, year after year, with neither future 
security as tenants nor hope of ownership of their homes nor 
expectation of bettering the lot of their children. 

Another national problem is the intelligent development 
of our social security system, the broadening of the services 
it renders, and practical improvement in its operation. In 
many nations where such laws are in effect, success in meeting 
the expectations of the community has come through frequent 
amendment of the original statute. 

And, of course, the most far-reaching and the most in- 
clusive problem of all is that of unemployment and the lack 
of economic balance of which unemployment is at once the 
result and the symptom. The immediate question of adequate 
relief for the needy unemployed who are capable of perform- 
ing useful work, I shall discuss with the Congress during the 
coming months. The broader task of preventing unemploy- 
ment is a matter of long-range evolutionary policy. To that 
we must continue to give our best thought and effort. We 
cannot assume that immediate industrial and commercial 
activity which mitigates present pressures justifies the national 
Government at this time in placing the unemployment prob- 
lem in a filing cabinet of finished business. 

Fluctuations in employment are tied to all other waste- 
ful fluctuations in our mechanism of production and distri- 
bution. One of these wastes is speculation. In securities or 
commodities, the larger the volume of speculation the wider 
become the upward and downward swings and the more 
certain the result that in the long run there will be more 
losses than gains in the underlying wealth of the community. 

And, as is now well known to all of us, the same net 
loss to society comes from reckless overproduction and mo- 
nopolistic underproduction of natural and manufactured com- 
modities. 

Overproduction, underproduction, and speculation are 
three evil sisters who distill the troubles of unsound inflation - 
and disastrous deflation. It is to the interest of the nation to 
have Government help private enterprise to gain sound gen- 
eral price levels and to protect those levels from wide perilous 
fluctuations. We know now that if early in 1931 Govern- 
ment had taken the steps which were taken two and three 
years later, the depression would never have reached the 
depths of the beginning of 1933. 

Sober second thought confirms most of us in the belief 
that the broad objectives of the national recovery act were 
sound. We know now that its difficulties arose from the fact 
that it tried to do too much. For example, it was unwise to 
expect the same agency to regulate the length of working 
hours, minimum wages, child labor, and collective bargaining 
on the one hand and the complicated questions of unfair trade 
practices and business controls on the other. 

The statute of NRA has been outlawed. The problems 
have not. They are still with us. 

That decent conditions and adequate pay for labor, and 
just return for Agriculture, can be secured through parallel 
and simultaneous action by forty-eight States is a proven 
impossibility. It is equally impossible to obtain curbs on mo- 
nopoly, unfair trade practices, and speculation by State action 
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alone. There are those who, sincerly or insincerely, still cling 
to State action as a theoretical hope. But experience with 
actualities makes it clear that Federal laws supplementing 
State laws are needed to help solve the problems which result 
from modern invention applied in an industrialized nation 
which conducts its business with scant regard to State lines. 

During the past year there has been a growing belief 
that there is little fault to be found with the Constitution of 
the United States as it stands today. The vital need is not an 
alteration of our fundamental law, but an increasingly en- 
lightened view with reference to it. Difficulties have grown 
out of its interpretation; but rightly considered, it can be 
used as an instrument of progress, and not as a device for 
prevention of action. 

It is worth our while to read and re-read the preamble 
of the Constitution, and Article I thereof which confers the 
legislative powers upon the Congress of the United States. 
It is also worth our while to read again the debates in the 
Constitutional Convention of one hundred and fifty years 
ago. From such reading, I obtain the very definite thought 
that the members of that convention were fully aware that 
civilization would raise problems for the proposed new Fed- 
eral Government, which they themselves could not even sur- 
mise; and that it was their definite intent and expectation 
that a liberal interpretation in the years to come would give 
to the Congress the same relative powers over new national 
problems as they themselves gave to the Congress over the 
national problems of their day. 

In presenting to the convention the first basic draft of the 
Constitution, Edmund Randolph explained that it was the 
purpose “‘to insert essential principles only, lest the operation 
of Government should be clogged by rendering those pro- 
visions permanent and unalterable which ought to be accom- 


_modated to times and events.” 


With a better understanding of our purposes, and a 
more intelligent recognition of our needs as a nation, it is 
not to be assumed that there will be prolonged failure to bring 
legislative and judicial action into closer harmony. Means 
must be found to adapt our legal forms and our judicial in- 
terpretation to the actual present national needs of the largest 
progressive democracy in the modern world. 

That thought leads to a consideration of world problems. 
To go no further back than the beginning of the century, 
men and women everywhere were seeking conditions of life 
very different from those which were customary before mod- 
ern invention and modern industry and modern communica- 
tions had come into being. The world war, for all of its 
tragedy, encouraged these demands, and stimulated action to 
fulfill these new desires. 

Many national Governments seemed unable adequately 
to respond; and, often with the improvident assent of the 
masses of the people themselves, new forms of government 
were set up with oligarchy taking the place of democracy. In 
oligarchies, militarism has leapt forward, while in those na- 
tions which have retained democracy, militarism has waned. 

I have recently visited three of our sister republics in 
South America. The very cordial receptions with which I was 
greeted were in tribute to democracy. To me the outstanding 
observation of that visit was that the masses of the peoples of 
all the Americas are convinced that the democratic form of 


government can be made to succeed and do not wish to sub- 
stitute for it any other form of government. They believe 
that democracies are best able to cope with the changing 
problems of modern civilization within themselves, and that 
democracies are best able to maintain peace among themselves. 

The inter-American conference, operating on these fun- 
damental principles of democracy, did much to assure peace 
in this hemisphere. Existing peace machinery was improved. 
New instruments to maintain peace and eliminate causes of 
war were adopted. Wider protection of the interests of the 
American republics in the event of war outside the Western 
Hemisphere was provided. Respect for, and observance of, 
international treaties and international law were strength- 
ened. Principles of liberal trade policies, as effective aids to the 
maintenance of peace, were reaffirmed. The intellectual and 
cultural relationships among American republics were broad- 
ened as a part of the general peace program. 

In a world unhappily thinking in terms of war the 
representatives of twenty-one nations sat around a table, in 
an atmosphere of complete confidence and understanding, sin- 
cerely discussing measures for maintaining peace. Here was 
a great and a permanent achievement directly affecting the 
lives and security of the two hundred and fifty million human 
beings who dwell in this Western Hemisphere. Here was an 
example which must have a wholesome effect upon the rest of 
the world. 

In a very real sense, the conference in Buenos Aires sent 
forth a message on behalf of all the democracies of the world 
to those nations which live otherwise. Because such other 
Governments are perhaps more spectacular, it was high time 
for democracy to assert itself. 

Because all of us believe that our democratic form of 
government can cope adequately with modern problems as 
they arise, it is patriotic as well as logical for us to prove 
that we can meet new national needs with new laws con- 
sistent with a historic Constitutional framework clearly in- 
tended to receive liberal and not narrow interpretation. 

The United States of America, within itself, must con- 
tinue the task of making democracy succeed. 

In that task the legislative branch of our Government 
will, I am confident, continue to meet the demands of dem- 
ocracy whether they relate to the curbing of abuses, the ex- 
tension of help to those who need help, or the better balancing 
of our interdependent economies. 

So, too, the executive branch of the Government must 
move forward in this task, and, at the same time, provide 
better management for administrative action of all kinds. 

The judicial branch also is asked by the people to do its 
part in making democracy successful. We do not ask the courts 
to call non-existent powers into being, but we have a right 
to expect that conceded powers or those legitimately implied 
shall be made effective instruments for the common good. 

The process of our democracy must not be imperiled by 
the denial of essential powers of free government. 

Your task and mine is not ending with the end of the 
depression. The people of the United States have made it 
clear that they expect us to continue our active efforts in behalf 
of their peaceful advancement. 

In that spirit of endeavor and service I greet the Seventy- 
fifth Congress at the beginning of this auspicious new year. 
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European Impressions 


By HENRY I. HARRIMAN, Lawyer, Industrialist, Recent President U. 8. Chamber of Commerce 


Before the American Standards Association, New York City, December 9, 1936 


because of my deep interest in world affairs, my strong 

belief that America cannot live isolated from other 
nations and must inevitably be affected by their prosperity 
or depression, and a rather unusual opportunity to meet 
many of the leading figures in foreign countries on recent 
visits to Geneva as the American Representative of Industry 
to the International Labor Organization. The I. L. O., as 
you know, is closely affiliated with the League of Nations. 
It is made up of representatives of industry, labor, and the 
government from the leading industrial nations of the 
world who meet four times annually in Geneva to discuss 
the world’s labor and industrial situation. 

I feel that I should briefly review the essential terms 
of the Treaty of Versailles and of the Locarno Pact, for 
these two instruments vitally affect the desires and ambitions 
of the great nations of Europe. The Great War was the 
result particularly of the dissatisfaction of the central powers 
with their portion of the world’s Colonial possessions and 
their share of world trade and commerce. Germany’s rise to 
greatness had followed the period of Colonial expansion 
which gave England and France their dominant position in 
America, Asia, Africa, Australia, and Polynesia. 

The War was not primarily a struggle between armies, 
but a conflict between whole nations in arms, and it was 
a strife particularly attuned to create hatred. When the War 
came to an end in 1918, the allies were determined to im- 
pose terms of peace upon Germany and her allies which 
would forever make the central powers impotent to enter 
another conflict. It is easy to understand the motives that 
actuated England, France, and Italy in imposing such harsh 
terms of peace upon Germany and her allies; but it is im- 
possible to justify them in the light of previous historical 
experience. 

The essential terms of the Treaty of Versailles can be 
reviewed under six headings: First, new boundaries were 
established throughout Europe and new nations were set up 
on supposed racial lines, rather than on the lines of economic 
sufficiency. The Austrian Empire was divided into five parts, 
Poland was set off as an independent nation carved out of 
what had formerly been German and Russian territory, and 
Alsace and Lorraine were returned to France. History will, 
I think, conclude that the attempt to set up nationalities 
on the basis of racial predominance was worse than foolish; 
it was democracy run mad. Second, severe military restric- 
tions were placed upon the defeated nations on the assump- 
tion that they should be kept powerless either to defend 
themselves or to attack. Third, the allies were to occupy the 
left bank and a portion of the right bank of the Rhine for 
a period of 15 years. Fourth, impossible indemnities and 
reparations were demanded of Germany. The Treaty of 
Versailles failed to recognize the indisputable fact that inter- 
national payments can only be made by the exchange of goods 
or services. Fifth, the League of Nations was established with 
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its headquarters in Geneva. Much of the work of the League 
has been most valuable, particularly its economic work. 
Unfortunately an attempt was made to transform the League 
into a political organization to impose the will of the allies 
upon the other nations of Europe. Sixth and finally, the 
Treaty declared that Germany was solely responsible for the 
outbreak of the War, a fact which the German people have 
always stoutly denied. 

The ink was hardly dry on the Treaty of Versailles 
before Germany proclaimed its inability to pay the sums due 
as reparation. A temporary settlement was effected under the 
wise leadership of General Dawes and Owen Young, but 
soon after the Young Plan was put into effect, Germany 
declared its inability to make any payments. 

Under the terms of the Locarno Pact of 1925 it was 
agreed that the allied troops should be immediately with- 
drawn from the Rhineland. Under that pact Germany agreed 
to the perpetual demilitarization of the left bank of the 
Rhine and declared that the present boundaries between 
Germany, France, and Belgium were satisfactory; and Italy 
and England agreed to resist any willful violation of this 
agreement with active aid to the aggrieved party. Following 
the Locarno Pact, Germany joined the League of Nations 
and it was hoped that a real period of peace and good will 
would follow in Europe. But the terrible economic conditions 
existing in Germany as the result of the depression led to 
the rise of Hitler on the slogan of the equal and unrestricted 
rights of Germany over her own territory. It was the old 
cry of “Germany uber alles” that put Hitler in power and 
destroyed the German Republic. 

In quick succession Hitler has repudiated the other re- 
strictions placed upon Germany by the Treaty of Versailles. 
First came the denunciation of her right to re-arm herself; 
then came a refusal to abide further by the demilitarization 
of the Rhineland; and finally, Germany has declared that 
the rights granted the other nations to navigate German 
rivers must cease. Thus the present year has seen the end 
of the Treaty of Versailles so far as it placed any restrictions 
upon German freedom of action. 

Having briefly reviewed the rise and fall of the Treaty 
of Versailles, let us now review the economic and political 
conditions in the chief nations of Europe. 


ENGLAND 


England is reasonably prosperous. In 1931 she devalued 
the pound, balanced her budget, and reestablished much of 
her world trade. She desires peace in Europe and a con- 
tinuation of the status quo. 

England is still the outstanding sea power of the world 
and is only open to attack by air, hence her determination to 
maintain her naval supremacy and to add to it air pre- 
dominance. To that end England is now strengthening her 
navy and constructing 7,000 modern military airplanes. With 
this force she feels she can defend herself from attack and 
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make the Rhine, as Mr. Baldwin has said, the real boundary 
of the British Empire. 
FRANCE 

France has for the last eight years suffered from a very 
serious economic depression which has affected not only In- 
dustry but Agriculture. Her stubborn refusal to devalue the 
franc and bring her money to a level comparative with that 
of England and the United States was one of the large 
factors in extending and continuing her depression. Since 
the franc h.3 been devalued, industrial conditions have im- 
proved, enployment has increased, and prices have remained 
fairly constant. The devaluation of the franc has resulted in 
an increase in the purchasing power of the average man 
and has apparently stimulated foreign travel. 

France has no wish for territorial expansion. She is 
satisfied with the status quo. Her desire is for military secu- 
rity against a German attack which she is always fearing. 
France realizes that her own population is stationary, while 
Germany’s man power is steadily increasing. At present her 
ratio of population is about forty millions to sixty-five mil- 
lions. It is, however, interesting to note that Germany’s man 
power is now stationary, and many experts feel that within 
the next fifty years her population will fall from its present 
level to say fifty-five millions. ‘* 

Two courses are open to France. She can accept the 
proffered friendship of Germany and rely for her protection 
on this proclaimed good will and her strong frontier forti- 
fications; or she can continue to distrust her historic enemy 
and endeavor to surround Germany with armed allies. Thus 
far France has followed the second course, but there are 
many observers who think that Germany is speaking truth- 
fully when she says she has no designs against France. 

These people believe that Germany’s ultimate move of 
aggression will be to the East and that her aim is to become 
the great dominant power of Central and Eastern Europe. 


ITALY 


It is difficult to appraise the real economic condition of 
Italy. Outwardly her condition is good and her people are 
busy, but she has not balanced her budget and her expendi- 
tures in the Ethiopian War and for rearmament have set 
her back financially. 

italy entered the war on the side of the allies, with the 
distinct understanding that she would receive territorial com- 
pensation in Asia Minor. This promise was not kept at the 
Council Table of Versailles; and largely because of economic 
conditions and because of a feeling that she had been cheated 
of her just reward, it was possible for Mussolini to become 
the Dictator of the land. Under him, Italy has become a 
strong, united, and virile nation, determined to win her place 
in the sun. 

When she saw that territory in Asia Minor could not 
be had, she turned to the conquest of Ethiopia. Italy feels 
that the highlands of that country offer possibility for the 
support of a large Italian population raising cotton, the 
cereals, and every kind of tropical fruit and vegetable. Fur- 
thermore, Ethiopia's high hill territories offer great pos- 
sibilities for the grazing of sheep and cattle. It is also believed 
that in her mountains are large stores of minerals, such as 
iron, coal, and oil. This is not a proven fact, but it is Italy’s 





belief. From a political standpoint, Italy now desires two 
things, to wit: to retain and develop Ethiopia, and to be 
assured that Austria will not become a part of the German 
empire. 

RUSSIA 

Russia is the great unknown factor in the world today. 
She is carrying on a gigantic experiment in collectivism. 
It is, however, apparent that Russia is gradually abandoning 
the theoretical communism of Lenin and is developing a 
much more practical state capitalism under Stalin. No one, 
at this time, can foresee the outcome. Russia has just pro- 
claimed a most liberal constitution. Is it a mere gesture, or 
does it mean that Stalin desires to have a democratic regime 
follow his rule? 

Russia now has the greatest army in Europe and the 
largest air force, but has she the material and the morale 
with which to fight? No one knows. At present, Russia de- 
sires peace and a chance to develop her industrial life. 


POLAND 


About one hundred and fifty years ago, ancient Poland 
was divided into three parts, Russia taking the largest por- 
tion, and Germany and the Austro-Hungarian Empire the 
rest. The Treaty of Versailles reestablished Poland as an 
independent nation. Its territory is, for the most part, rich 
and fertile, but it has relatively little manufacturing, and 
the Poles have a very low standard of living, as would be 
expected of a nation which has so long been in bondage to 
other countries. 

For the first ten years following the war, Poland was 
the ally of France, largely because of the aid which France 
gave her in repelling the Russian attack of 1921. For the 
last few years, however, Poland has begun to drift away 
from France and to side more and more with Germany. As 
Germany has grown stronger, Poland has felt she could not 
afford to antagonize her powerful western neighbor. 

At present, Poland is following a purely opportunist 
policy, but this policy is very difficult to maintain and very 
uncertain in its outcome. It is my feeling that if war comes 
between Germany and Russia, and France remains neutral, 
Poland will be found on the side of the Germans. 


GERMANY 


It is difficult in the case of Germany, as in the case 
of Italy, to appraise her real economic condition. At present, 
every effort is being made to re-arm the nation. This keeps 
her workmen busy, but her debt is growing by leaps and 
bounds. What the end will be nobody can tell—possibly an- 
other devaluation. 

Germany has two prime demands. The first is a recog- 
nition by the nations of the world that she is entitled to 
complete sovereignty in her own territory. Hence, her re- 
nouncement of every restrictive feature in the Treaty of Ver- 
sailles. Germany’s second desire is for the abolition of the 
Polish Corridor, and her solution is the annexation of Lithu- 
ania, with its two ice-free ports, to Poland, thus giving 
Poland the access to the sea which she needs and permitting 
her to cede to Germany the Polish Corridor. Of course, 
Lithuania strenuously objects, and it is again the question, 
as in the case of Ethiopia, whether a small nation can retain 
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national unity on racial lines against the wishes of large and 
powerful neighbors. 


SPAIN 


The civil war in Spain is the result of centuries of auto- 
cratic repression resulting in unthinkable poverty for the 
bulk of her population. The strife is bitter, hatreds are in- 
tense, and already a half million people have lost their lives. 
The conflict in Spain has divided Europe into two hostile 
camps; France and Russia sympathizing with ‘the Com- 
munists in Spain, and Italy and Germany with Franco and 
his group of Fascists. Both parties in Spain are being aided 
by the great nations of Europe in accordance with their 
sympathies, and the great danger is that the war in Spain 
will spread beyond the peninsula. 

The question is continuously asked by every one in 
Europe, “When will the next war start?” England, France, 
Italy, and Russia undoubtedly desire peace. The answer lies 
with Hitler and the German Nazi. Germany, having de- 
nounced the Versailles Treaty, is still dissatisfied with her 
position in Europe. She is re-arming with great rapidity and 
during the coming year will undoubtedly reach the peak of 
her military power. The question is whether she will strike 
before the other nations of Europe, which are also re-arming, 
have completed their program. 


It is pleasing to turn from the maelstrom of Europe 
and note that the great nations of North and South America 
are settling their problems around the council table. I believe 
the President is acting with infinite wisdom in endeavoring 
to cement the nations of the two Americas in a compact for 
peace, for our nations may well become the repository of 
civilization if another great war breaks out in Europe. Not 
only must the nations of America work for world peace, but 
if war comes in Europe, they must make every effort to 
maintain real neutrality. 

In considering our economic course, it is useful to re- 
view the Social and Industrial Legislation of Europe for the 
last twenty or thirty years and note particularly what has 
happened in England, France, and the Scandinavian coun- 
tries where the forces of Fascism have not held sway. 


We note in these countries the trend has been away 
from the fixed gold standard towards a managed currency; 
that speculation has been curbed both by laws like the British 
Companies Act and by the control of credit; that national 
budgets have been balanced, even though it has meant very 
high taxes; that collective bargaining on the part of labor is 
universally recognized as wise and that with it has come a 
responsibility on the part of labor to keep its contracts; that 
hours of labor of men, women, and children have been estab- 
lished by laws rather than by competition; that child labor 
is prohibited ; that a minimum wage is almost universal; that 
social security in the form of old-age, sickness, and unem- 
ployment insurance, largely on a contributory basis, is gen- 
eral; that the Government is stimulating the re-housing of 
the people; that fair prices have been maintained for the 
products of agriculture; and that in industry the trend has 
been towards corporate control and regulation rather than 
to State-owned industry. We must also note the great extent 
to which the consumer cooperative has affected both distribu- 
tion and production. In fact, as we review the situation in 
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Europe, we can not but see that much of our New Deal is 
a very old deal over there. 

May I interject a word about the Supreme Court. 

Because of the many adverse or divided opinions of that 
Court on laws initiated during Mr. Roosevelt’s administra- 
tion, it is sometimes assumed that the Court has declared 
the entire program unconstitutional. If we leave out certain 
cases like the Hot Oil Case, where the act was declared 
unconstitutional because of the failure to put proper limita- 
tions on the power delegated to the President, we find that 
the important decisions are as follows: 


Name of Case Affirmed Denied 
Home Building & Loan v. Blaisdell, 
dealing with the Minnesota Mora- 
ee ee ae al ated 5 4 
Nebbia v. New York, dealing with the 
New York Milk Control Act..... 5 4 


Norman v. Baltimore & Ohio Rail- 

road, dealing with the “gold clause” 

in private contracts.............. 5 + 
Nortz v. United States, dealing with 

the requirement to deliver gold to 

the United States treasurer....... 5 4 
Perry v. United States, dealing with 

the payment of United States gold 

clause bonds in legal tender...... 5 4 
Railroad Retirement Board v. Alton 

Railroad Company, dealing with the 


Railroad Retirement Act......... 4 5 
Schechter v. United States, dealing 

Ee GE eas ch sséosnencces — 9 
United States v. Butler, dealing with 

CE kad Ga ceah hi b06ensn4 3 6 
Ashwander v. Tennessee Valley Au- 

thority, dealing with the T.V.A.... 8 1 
Carter v. Carter Coal Company, deal- 

ing with the Guffey Coal Act..... 3 6 


Ashton v. Cameron County Water Im- 
provement District, dealing with the 


Municipal Bankruptcy Act....... + 5 
Morehead v. Tipaldo, dealing with the 
New York Minimum Wage Law. . 4 5 


It will be seen that in the twelve cases above cited, six 
cases were upheld and six declared unconstitutional, eight 
of them were either upheld or invalidated by “5 to 4” votes, 
and of the total votes cast by the Justices, 51 were to sustain 
laws and 57 to invalidate them. If we leave out the one 
unanimous decision, in the N.R.A. Case, the vote would be 
51 upholding laws and 48 invalidating them. This clearly 
shows that the Supreme Court is very evenly divided in its 
judicial opinion on many “New Deal”’ acts. 

In the consideration of problems it often clarifies think- 
ing to state the fundamental principles governing the question 
under discussion. 

I am a firm believer in the capitalistic system of con- 
ducting business, the fundamental factors of which are the 
control and conduct of production, trade, and commerce by 
individuals or corporations for the purpose of profit. The 
remarkable progress in industry in the last 150 years amply 
demonstrates that under this system the world has made 
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great advances in its power to produce and distribute goods, 
thereby increasing the standard of living. As Dr. Mills has 
said, “The machine dominates modern industry and has 
been the controlling factor in shaping the conditions under 
which the present generation lives and works.”’ By some, it 
is regarded as Frankenstein that would devour its creator ; 
by others, it is regarded as the short cut to the millennium. 
Fortunately, there are reasonable figures which show the 
rate of increase in our power to produce, particularly for the 
last thirty-five years. I will not weary you with many figures, 
but in a little over three decades, through good and bad 
times, the productivity of manufacturing industries has ad- 
vanced by approximately 130%, that is, 43 men can now 
produce the goods that required 100 men at the beginning 
of the century. The power of the individual to produce in 
agriculture has also increased, but not as rapidly as in the 
factory. 

The real social problem which faces us is how to dis- 
tribute the increased goods which we can produce. Capital 
is entitled to its fair share in the form of dividends and 
interest, but the greater portion of the goods and services, 
resulting from increased productive capacity, must be dis- 
tributed either in the form of lowered prices, which means 
not only increased demand but a sharing of progress with 
the entire population in the form of increased wages or 
shorter hours of work. 

During the first 15 years of the present century, the 
larger portion of the gains of industrial progress were passed 
on to the consumer in the form of lowered prices for manu- 
factured goods, but since the close of the World War this 
tendency has been largely confined to a few industries, and 
the greater portion of the gains in productive ability has 
been distributed in the form of increased profits to capital, 
shorter hours, or higher wages. Shorter hours and higher 
wayes are desirable, but are not as stimulating to industry 
as the general lowering of prices, which divides progress 
among all consumers. In fact, it was the check to that 
tendency which greatly intensified the depression. 

I am glad to note that in the last thirty years wages 
have increased by 30%, and hours of labor have decreased 
in even a higher ratio, but let us never forget that the great 
stimulation to industry and employment comes from con- 
tinuously lowering prices of manufactured articles. 

In the danger of being charged with repetition, let me 
close by saying that our power to produce goods increases 
each year, about 144% over what we could produce in the 
preceding year. That is the measure of our technical progress. 
If our economic knowledge equals our technical knowledge, 
if we learn how fairly to distribute the increased goods which 
we can make, all will be well; but if we stumble, if capital 
seizes too much, or labor takes more than belongs to it, 
either in higher wages or shorter hours, and if a proper 
balance is not kept between the producer and the consumer, 
trouble will surely ensue. At this time our greatest need is 
for whole-hearted and reasonable cooperation between all 
of the factors, which, in our complicated civilization, produce 
and distribute our wealth. 

The problems which face us today are the problems of 
recovery and not of depression. We must learn how to keep 
the good-health which we have gained in the last three years 


and to develop an effective vaccine against the germs of the 
next depression. 

Some changes in our social and economic order are 
inevitable, and if business is wise, it will cooperate with the 
Government in effecting such changes in an orderly manner. 
It can not be denied that American business does not now 
have the entire confidence of the people. Let us see that in 
the future business so conducts itself as to regain the con- 
fidence of the Nation. 

In conclusion, may I offer some definite suggestions 
which seem to me essential in carrying out a program of 
permanent recovery. They are as follows: 

1. Modern war is the great destroyer of social and 
economic order. Our first duty, therefore, is to strive for 
World Peace. If that can not be attained, then for peace 
within our own borders. If war comes abroad, we should 
maintain a position of absolute neutrality, and not let the 
doctrine of “the freedom of seas,” or a desire for temporary 
financial gain, lead us into another struggle. 

2. Credit control must be exercised in order to prevent 
inflation. Already great power has been granted to the Fed- 
eral Reserve Board. Possibly these powers should be in- 
creased. In any event, the Board should have the courage. 
to use its power, before serious inflation gets underway. 

3. A balanced budget not later than 1938 and a pay- 
ment of our debts in, say, the next 30 years, is essential. 
Merely balancing the budget is not sufficient. We must re- 
duce our debt in order that when another depression comes, 
we may have the power to borrow again. 

4. There should be some revision of our tax laws. Capi- 
tal gains and losses should be eliminated, as in England. Fhe 
tax structure should be simplified, and the present provision 
for the taxing of corporate surplus so modified as to allow 
the accumulation of real reserves for the continuance of 
business in succeeding depressions. 

5. There should be a Constitutional Amendment which 
will give to the President the power to veto or lessen single 
items in an appropriation bill. This is a power granted to 
many of the Governors of our States and has amply proven 
its wisdom, 

6. There should be a definite and continuing count of 
unemployment to give us the exact facts. 

Work relief, wisely planned, and with a wage scale 
somewhat below the prevailing wage, is preferable to a dole 
but its administration should be largely localized. 

7. We must have laws which will effectively maintain 
purchasing power of the farmer. The last depression was in 
part due to the fall of the farm income from 11 billions to 
5 billions of dollars. This curtailment of income was equally 
bad for the farmer and for the industrial worker whose 
goods the farmer normally buys. 

8. Competition in industry should be fair; and unfair 
practices in competition should be banned both by federal 
and state laws. As instances of unfair competition, I would 
cite that form which lowers wages or lengthens hours beyond 
reasonable and customary limits; or relies on inferior quality 
or false statements for gain. The Supreme Court has just 
sustained “Fair Practice Laws” in Illinois and California. 
In the Oregon case, decided some years ago, it sustained a 
state law which would prevent the lengthening of hours by 











John L. Lewis 


201 





“chiselers” beyond the customary hours of the trade, and I 
believe there is good reason for the hope that the Supreme 
Court would now sustain a reasonable federal “Fair Practice 
Act.” 

9. There must be a real strengthening of our Civil 
Service, and “‘career-men’’ must be attracted to all fields of 
Government work. 

10. There should be a real rehousing program as far 
as feasible, using private capital under the Federal Housing 
Administration. England’s recovery is partly based upon her 
activity in rehousing her people and eliminating her slums. 


11. There should be hearty support of the Security 
Act. I do not favor all of its provisions, particularly that 
which would create huge reserves for Old Age Pensions; 
but I do believe in the basic principles of the act, and I do 
hope that it will be extended to cover workers in agriculture 
and in other fields not now included in its scope. 

12. So far as it is possible, under the Constitution, labor 
laws should be passed which will eliminate child-labor and 
provide for minimum pay and maximum hours for indus- 


tries producing goods for interstate commerce. I hope the 
Supreme Court will, in the near future, reverse itself in its 
famous ‘‘5 to 4” decision in the Child Labor Case of 1917, 
and take the view so ably expressed by Justice Holmes in 
his discerning opinion.+ 

13. Collective bargaining is a proper right of labor, 
free from the coercion of employees or others. 

14. The use of State compacts to settle economic prob- 
lems should be encouraged. 

15. Our present reciprocal trade policy is working well. 
Its use should be extended. 

16. Most of the great industrial nations of Europe have 
created economic councils, non-partisan in character, to advise 
their governments on important questions of economic and 
social policy. I hope such a council will soon be created in 
this country, its chairman being a member of the Cabinet, 
so that he will be in close and constant contact with the 
President. 


+[ “Dissenting Opinion of Mr. Justice Holmes,” arr. by 
Alfred Lief, p. 14.—Ed.] 


I Solemnly Warn the Leaders 
ot Industry 


By JOHN L. LEWIS, Chairman, Committee for Industrial Organization 
Over Red Network, National Broadcasting Company, Washington, D. C., December 31, 1936 


by American industry. I ask for them enlarged oppor- 

tunity and increased participation in the wealth they 
produce. I ask for them a greater degree of industrial de- 
mocracy. Their supreme need at the present time is indeed 
the fundamental need of our country itself. Industrial 
democracy means the freedom, happiness, and security which 
should be the inheritance of all Americans. In economic 
terms, it means collective bargaining and fair industrial re- 
lationships. It also means the increase and broadening of 
mass purchasing power, which is an essential condition to the 
attainment of a stable prosperity by all business, industrial, 
and financial interests. 

During the year just ended substantial progress has been 
made by the working people of the country toward the 
achievement of this goal. In numerous industries they are 
building new unions for their protection and advancement. 

The Committee for Industrial Organization has been 
functioning for a year. It now has some fifteen national 
and international unions associated and has been instrumental 
in organizing some hundreds of thousands of new members. 
It is educating the American workers to a greater apprecia- 
tion of the value of organization, and its influence is extend- 
ing into the ranks of the technical, professional, and white 
collar groups in a manner which indicates that they too will 
avail themselves of the opportunities for self-organization 
and the opportunity to participate in the benefits of modern 
collective bargaining. In the technical, professional, and 
white-collar groups of workers throughout our country are 
engaged some three and a half million persons. Through the 
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bitter, tragic years of the depression since 1929 they have 
come to realize that their position in business and industry is 
no more secure than that of the manual worker. Corporate 
employers have treated them with the same ruthless lack of 
consideration universally extended to the workers in produc- 
tion. A striking example of this tragic lack of consideration 
is noted in the record of the American Telegraph and Tele- 
phone Company, one of America’s premier corporations, en- 
joying a practical monopoly in its special field. Mr. Walter 
S. Clifford, President of this Corporation, was Chairman of 
former President Hoover’s Re-Employment Commission. 
The work of this agency resulted in failure, whereupon Mr. 
Gifford returned home, and in a comparatively short time 
discharged one hundred and thirty-two thousand employees 
of the American Telegraph and Telephone Company in order 
to maintain the dividend payments of the Corporation on the 
basis of nine dollars per annum. Practically all of this great 
number of dispossessed workers represented the professional, 
technical, and white-collar classifications. 

In that field of public service represented by classified 
employees of the Federal Government and the inferior politi- 
cal sub-divisions of the nation is again something in excess of 
three million persons whose need of articulate organization 
is a paramount necessity to protect them in their status and 
to assure them security in the vicissitudes of life. There are 
obvious manifestations that the campaign of organization 
among industrial workers has aroused the intense interest and 
sympathy of these employees, and that they also intend to 
organize and become articulate. 

The Committee for Industrial Organization is carrying, 
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its plans forward. Extensive unions have been promoted and 
expanded in the steel, automotive, glass, shipbuilding, elec- 
trical manufacturing, oil, and by-product coke industries. 
Tremendous enrollment of the workers is under way. Un- 
abashed by employer opposition, they are joining the unions 
of their industries literally by the thousands. 

The year 1936 has witnessed the beginning of this great 
movement in the mass production industries. The year 1937 
will witness an unparalleled growth in the numerical strength 
of labor in the heretofore unorganized industries, and the 
definite achievement of modern collective bargaining on a 
wide front where it heretofore has not existed. Not only the 
workers, but our nation and its entire population will be the 
beneficiaries of this great movement. Labor demands collec- 
tive bargaining and greater participation by the individual 
worker, whether by hand or brain, in the bountiful resou ces 
of the nation and the fruits of the genius of its inventors and 
technicians. 

Employers talk about possible labor trouble interfering 
with continued expansion and progress of industry. They 
ignore the fact that unless people have money with which to 
buy, the wheels of industry slow down, and profits and like- 
wise capital disappear. It would be more fitting and accurate 
to talk about “employer trouble”’—that is something from 
which wage earners are suffering. I refer you to the refusal 
of some of the largest and most powerful corporations in this 
country to follow modern labor practice or to obey the law 
of the land. They deny the entirely reasonable and just de- 
mands of their employees for legitimate collective bargaining, 
decent incomes, shorter hours, and for protection against a 
destructive speed-up system. 

It is the refusal of employers to grant such reasonable 
conditions and to deal with their employees through collective 
bargaining that leads to wide-spread labor unrest. The strikes 
which have broken out in the last few weeks, especially in the 
automotive industry, are due to such “employer trouble.” 
Modern collective bargaining, involving negotiations between 
organized workers and organized employers on an industry 
basis, would regularize and stabilize industry relations and 
reduce the economic losses occasioned by management stupid- 
ity. The sit-down strike is the fruit of mismanagement and 
bad policy towards labor. Employers who tyrannize over the 
employees, with the aid of labor spies, company guards, and 
the threat of discharge, need not be surprised if their produc- 
tion lines are suddenly halted. 

Mr. Alfred P. Sloan, Jr., President of General Motors 
Corporation, in his published year-end summary, refers to 
the possibilities of industrial strife in industry. Is it possible 
that Mr. Sloan is predicting continued hostility on the part 
of his corporation towards the demands of its employees for 
fair consideration? The giant General Motors Corporation 
is at present pursuing the dangerous course of refusing to 
answer the request of the United Automobile Workers for a 
national conference for collective bargaining purposes. The 
Union has repeatedly requested such a conference, but was 
told by a vice-president that any grievances should be taken 
up with plant managers or general managers in the various 
localities. It is absurd for such a corporation to pretend that 
its policies are settled locally. Every one knows that decisions 
as to wages, hours, and other conditions of employment are 


made at a central point for all the plants controlled by Gen- 
eral Motors. General Motors is, indeed, a DuPont-controlled 
organization, and it is the DuPonts, and not the plant man- 
agers, who lay out the broad lines of labor policies. The 
United Automobile Workers’ representatives have already 
been told by various plant managers that their reasonable 
demands must be referred to higher company officials before 
an answer can be given. The Union will continue its demand 
for a conference with persons who have the power to nego- 
tiate. Any other arrangement would be a perversion of 
collective bargaining and is an evasion of definite industry 
obligations. 

The steel corporations are likewise trying to avoid 
collective bargaining with their employees. They have tried, 
by fostering and subsidizing company unions, to get around 
the law. Instead, they have transgressed the law. The steel 
companies, themselves, are organized, and they appreciate 
and exploit the value of organization in the conduct of their 
business enterprises. The United States Steel Corporation is 
trying to enforce upon its two hundred and twenty thousand 
employees the outmoded labor policy adopted by its Board 
of Directors in 1901, a policy which denies the right of self- 
organization to any employee of that Corporation or its 
subsidiaries. At the same time the United States Steel Corpo- 
ration associates itself with an organization, known as the 
American Iron and Steel Institute, which on July Ist, 1936, 
in an advertisement published in three hundred and seventy- 
five newspapers, presumed to speak for the iron and steel 
industry and denied the right of the steel workers to similar 
organization in their own interests. 

The steel companies talk about outsiders who wish to 
interfere in their industry. But who are the outsiders? The 
chosen representatives of the men who have devoted their 
lives to making steel and who have contributed labor and 
endured the risk of their occupation? Or men from the 
money marts who have no knowledge of the process of steel 
making, but who want the power to juggle the lives of human 
beings in the same manner that they juggle the intricate and 
involved affairs of the corporations controlled by their 
holding companies? 

Huge corporations, such as United States Steel and Gen- 
eral Motors, have a moral and public responsibility. ‘They 
have neither the moral nor the legal right to rule as autocrats 
over the hundreds of thousands of employees. They have no 
right to transgress the law which gives to the worker the 
right of self-organization and collective bargaining. They 
have no right in a political democracy to withhold the rights 
of a free people. 

The workers in the steel industry are organizing; the 
workers in the automotive industry are organizing; the 
workers in other industries are organizing; any sane concept 
of industrial relations would indicate that the labor problems 
of these industries should be settled across the council table. 

The unlicensed and unrestrained arming of corporations 
against the workers has no place in any political or industrial 
democracy. Recent revelations before the LaFollette Sub- 
Committee of the Senate have revealed in part the plans of 
industry to club, gas, and cripple workers with the lethal 
weapons of warfare. Huge stocks of such weapons have been 
purchased at enormous expense, and over five hundred thou- 
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sand dollars’ worth of tear and mustard gas has been delivered 
to industrial plants, and the expenditure necessary for the 
purchase of these war supplies is charged to the cost of pro- 
duction. Who is to eat and swallow this enormous quantity 
of gas? You workers! This gas, these clubs, and these 
machine guns are intended to make you contented with your 
present jobs, with your present wages, with your present 
conditions of employment. They are intended further to 
compel you to accept a company-operated and company-man- 
aged union as the agency through which you can voice your 
grievances. How do you like it, workers? What do you pro- 
pose to do about it? 


You men in the steel towns and other unorganized mass 
production areas have recently come to an understanding of 
what the employers think is good for you. You face organized 
espionage; you work in plants stocked with vomit gas and 
machine guns—these to be used by professional strike 
breakers, often badged as officers of the law. You have detec- 
tive agencies and employer associations manufacturing com- 
pany unions; you have skilled provocateurs to rig the stage 
for injunctions. You have all this, cloaked by high-powered 
corporation lawyers—who also sit on the board of directors 
of the tear gas companies and of the spy corporations. The 
next day they sit on eminent committees of the Liberty 
League solemnly finding labor laws unconstitutional. They 
also stand before the Supreme Court successfully arguing 
those laws void. 

This real alternative to industrial democracy has been 
slightly exposed by the LaFollette Committee. This alterna- 
tive is what industrialists want left undisturbed under this 
sudden “era of good feeling.” They do not want the Senate 
and you workers to discover how the anti-labor policies of 
great industrialists have filled the land with a fat business 
of spying and armed strike-breaking and civic corruption. 
They have stored mills and plants with the paraphernalia of 
war and its mercenaries—they suborn police and judiciary— 
and they want the Senate and you to blind your eyes to their 
warfare and their plan in the name of “good feeling.” 


May I respectfully suggest to the LaFollette Committee, 
which has hauled before it a few of industry’s criminal 
agents, that it summon industry’s brass hats, however emi- 
nent, to answer why they hire and feed this anti-labor army, 
and why they maintain warehouses overflowing with indus- 
trial war munitions and paraphernalia. May I humbly warn 
the Senate that labor wants this investigation pressed home 
and wants industry disarmed, lest labor men on their march 
to industrial democracy should have to take by storm the 
barbed-wire barricades and machine gun emplacements, 
builded and maintained by the rapacious moguls of corporate 
industry. The agents of the Federal Government should 
enter these plants and gut them of their deadly weapons so 
that Americans in the industrial communities may walk erect 
and enjoy, with the pride of free men, their inherent and 
rightful privileges. 

The people of our nation have just participated in a 
national referendum. By an overwhelming majority they 
voted for industrial democracy and elected its champion, 
Franklin Delano Roosevelt. The issues were summed up and 
epitomized by President Roosevelt in his Madison Square 
Garden address on the night of October 31, 1936. From the 


textt of that memorable speech I quote President Roosevelt 
as follows: “This is our answer to those who, silent about 
their own plans, ask us to state our objectives. Of course we 
will continue to seek to improve working conditions for the 
workers of America—to reduce hours over-long, to increase 
wages that spell starvation, to end the labor of children, 
to wipe out sweat shops. Of course we will continue every 
effort to end monopoly in business, to support collective bar- 
gaining, to stop unfair competition, to abolish dishonorable 
trade practices. For all these we have only just begun te 
fight.” These words, broadcast to a nation, represent Presi- 
dent Roosevelt’s concept of industrial democracy and were 
endorsed by the American people. They are the policy ef 
this Administration. They were in the mind of every worker 
in this land when on Election Day he cast his vote for the 
man who uttered them. 


Labor now demands the right to organize and the right 
to bargain. Labor demands a new deal in America’s great 
industries. Labor holds in contempt those who for mercenary 
reasons would restrict human privileges. Labor demands legis- 
lative enactments, making realistic the principles of industrial 
democracy. It demands that Congress exercise its constitu- 
tional powers and brush aside the negative autocracy of the 
Federal Judiciary, exemplified by a Supreme Court which 
exalts property above human values. Either by constitutional 
amendment or statutory enactment, the right of Congress 
to legislate for the welfare of the people and the perpetuity 
of the Republic must be assured. The court has overstepped 
the bounds of its own authority and has gratuitously offended 
over two-thirds of the nation’s citizens. Labor will support 
the elected representatives of the Republic in any attempt 
to restore to the Federal Congress the legislative powers of 
which it has gradually been stripped by the judicial encroach- 
ment and arbitrary decrees of the Supreme Court. 

Prodded and goaded by the financial interests dominant 
in steel, automobile, and other major industries, the coal 
industry has just taken an amazing action. It has done so 
without public rebuke or criticism. The basic agreement of 
the coal industry expires March 31st. The agreement contains 
a provision binding operators and mine workers to assemble 
on February 17, 1937, “to consider what revisions if any, 
shall be made in this agreement as to hours, wages, and con- 
ditions of employment.” Notwithstanding this provision, the 
coal operators of the Appalachian area representing three- 
fourths of the nation’s bituminous coal tonnage, on December 
15, 1936, formally notified the United Mine Workers of 
America that they had already met among themselves and 
decided upon the wages, hours, and conditions of employ- 
ment affecting the mine workers for an additional two-year 
period. They decided that the seven-hour work day would 
be lengthened to an eight-hour work day at the same daily 
wage; they decided that the rates for tonnage workers would 
remain the same as heretofore; they decided that the im- 
portant question of inter-district and intra-district differen- 
tials would remain undisturbed until 1939. 


The plain and simple fact is that the Appalachian 
operators, as the result of financial intrigue, have deliberately 
breached the Appalachian Agreement and have arrogated to 
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themselves, notwithstanding the provisions of the agreement 
to the contrary, the power to decide for themselves the wage 
policies and provisions of the industry. Of course, the United 
Mine Workers of America will see that they do no such 
thing. It is, however, obvious that since the coal operators 
themselves have formally breached the agreement, the United 
Mine Workers have an equal right, at will and without 
notice, to denounce its provisions and withdraw their mem- 
bers from the mines of the defaulting coal operators. 

Labor desires a peaceful solution of the problems of its 
relationships in the mass production industries. The organi- 
zations associated with the Committee for Industrial Organi- 
zation ar: not promoting industrial strife—they are hoping 
for industrial peace on a basis that recognizes the rights 
of the workers as well as the employers. Peace, however, 
cannot be achieved by employers’ denial of the right to 


organize; by denial of conferences for bargaining purposes; 
by the purchase and use of arms, ammunition, and tear gas; 
by a continued policy of arrogance and repression. 

The time has passed in America when the workers can 
be either clubbed, gassed, or shot down with impunity. I 
solemnly warn the leaders of industry that labor will not 
tolerate such policies or tactics. Labor will also expect the 
protection of the agencies of the Federal Government in the 
pursuit of its lawful objectives. 

The stage is set. Industry can go forward with profit 
to its investors and with security to our citizenship; or it 
can elect to destroy itself by blindly following its unreasoning 
prejudices and refusing to conform to the modern concept of 
proper industrial relationships. 

The leaders of industry will decide, and upon them rests 
the responsibility of deciding wisely. 


The Doctor of Tomorrow 


By DWIGHT ANDERSON, Director, Public Relations Bureau, Medical Society of the State of New York 
Before the 116th annual meeting of the Medical Society of the County of Monroe, Rochester, N. Y., December 15, 1936 


court of public opinion. He is accused of failure to 
make his services available to all the people who need 
them. It is alleged that he is indifferent to the sufferings of 
those who are deprived of medical care because they are un- 
able to pay for it. Government-controlled health insurance is 
to bring together the improverished sick and the idle doctors. 

It is an historic scene we are witnessing. On the issue of 
this trial of the Doctor of Today will depend the fate of the 
LC octor of Tomorrow. In this connection the words of Schiller 
come to mind: “For in today already walks tomorrow.” In the 
past centuries of the doctor’s tradition, as he struggled to make 
a scientific art out of a superstitious necromancy, no such 
charge was ever lodged against him. Not until we reach the 
present age, in the plenitude of a civilization surfeited with 
too much of everything, do we find him accused of not giving 
enough, of withholding his services. So now he comes to trial. 

I am going to try to picture the scene on this occasion 
assuming that I have been selected to act as the doctor’s ad- 
vocate. The jury consists of six men and six women. Some of 
them have been patients of the doctor. Two were so poor they 
could pay for nothing, and the doctor took care of them free. 
Two of them could pay him, but have not. Two others do not 
believe in doctors and are a little bored to have to serve on 
the case. The remaining six have been patients at one time 
or another. All are typical American citizens: a chauffeur, a 
silk merchant, a lawyer, a college professor, a clerk, a retired 
business man, and among the women, a stenographer, a mill- 
iner, a telephone operator, a burlesque strip dancer, a club- 
woman, and a house wife. 

The jury has heard the testimony. There were four wit- 
nesses: a social worker, a sociologist, a professional uplifter, 
and a politician. It could be seen that the evidence they pre- 
sented, though it was mainly hearsay, produced a profound 
emotional effect upon the jury. The witnesses were appar- 
ently disinterested. They made strong claims in behalf of the 
underprivileged, alleging that women everywhere were dying 


To Doctor of ‘Today has been summoned before the 


for lack of medical care while the doctor sat idly twirling his 
thumbs in his office. They pictured children suffering from 
disease and defects while the doctor spent his idle time on a 
golf course, careless of their suffering. 

The prosecution’s case was well presented because it was 
heavily financed. Contributions had been made by a few large 
employers of labor who wished to give their employees cheap 
medical care instead of higher wages. Pressure had been 
brought to bear by politicians convinced that nothing in the 
country was conducted as well as they could run it if given a 
chance. Thousands of jobs and millions in perquisites were to 
be the prize if they could get the doctor under their control. 
His occupation, economically, rated as the third in magnitude 
in the land. 

So the thing the jury was called upon to decide was 
whether the doctor was to be forced to work for the politician 
under a system of health insurance conducted by the state and 
paid for by contributions from the state augmented by a sick- 
ness tax levied on the employee and the employer. 

In his defense the doctor summoned, for the most part, 
other doctors. They were men of the highest standing in their 
profession. But it was easy to see that the jury was uncon- 
vinced, that they regarded this testimony as self-serving. Only 
one non-medical witness, J. Weston Walch, a school teacher, 
went On The Witness Stand in a pamphlet which he wrote 
with that title. The jury paid close attention to what was 
said by this unbiased student. 

In rebuttal, the prosecution called a physician who had 
spent most of his life in academic work, far from the actual 
practice of his profession. He presented the problem not in 
terms of actual human behavior as the plan would work out 
in practice but in the form of figures, charts, and designs on 
a sheet of paper. Nevertheless, his testimony weighed heavily 
with the jury who knew nothing of the elemental human 
values of confidence and trust which contribute to the success 
or failure of the therapeutic relationship. 

So it is at this juncture that the case is closed, and the 
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time comes in the course of things for the doctor’s advocate 
to rise in his place and address the jury. 

And were I to be his advocate I should argue like this 
in the court of public opinion: 

“You see before you here today a man not to be judged 
as other men are judged. His habits of life have led him to 
tincture his idealism with realism. He is a man addicted to 
facts. He has mistakenly thought, until now, that his best 
arguments would be the universal knowledge of the millions 
whom he has served without charge, the discoveries he has 
perfected and given without pay to the world, the efforts he 
has made to discipline himself and his brothers to the highest 
perfection of which they are capable. He has not thought the 
issue would be decided by the contestant who could shout the 
loudest. So he appears here unprepared. In fact, it was not 
until the last moment before the case was called, that he 
bethought himself to find an advocate. 


“In his defense you have heard evidence that in 
countries where this scheme has been in operation vital 
statistics fail to show health conditions as good as in our own 
land, the healthiest in the world. But the answer comes that 
the plan might work better in this country than in England 
or Germany. We asked and failed to get an answer, whether 
government here had proved itself able to administer affairs 
even as well as in those European countries where health in- 
surance has dismally failed to produce conditions as favorable 
as already exist in America. 

“The substance of the doctor’s defense is that he cannot 
do his best work under health insurance, whose incentives and 
rewards will be alien to the attainment of excellence. The 
doctor submits that doing less than his best will effect a 
gradual deterioration of his character, lowering the quality 
of medical service. Obviously nobody wants this. Here, then, 
is a sharp conflict of opinion. The witnesses on the other side, 
who are not doctors, can see no reason why this should be so. 
We contend that if they were doctors they could see it. On 
this clear-cut issue you are forced to decide which view is most 
likely to be right. 

“Now I ask you to decide that the doctor is most likely 
to be right because of all that you know about him. Certainly 
he has the best reason to be right, spending his life in the care 
of the sick. You see him constantly trying to eliminate the 
causes of disease, knowing full well that the greater his success 
the less will be the demand and the pay for his services. Now 
if his opposition were affected by his financial interest would 
not this grasping attitude be reflected in other things that he 
does? Would he not patent his discoveries and sell them at a 
high price ? Would he not demand pay in advance everywhere 
he goes? Having the power to heal, and having, at the moment 
of greatest suffering and anxiety, when he is first called, the 
opportunity to exploit the sick, why does he not do so, if he 
is the type of man to think first of his own selfish interest? 
If money alone were his aim would he spend it for post-grad- 
uate education to better discipline himself to serve you? 
Would he advocate always those measures, in the profession 
and out of it, which make it more difficult to become and to 
remain a doctor, to the end that the bungler, the incompetent, 
and the mercenary may not impose on the credulity of the 
sick under the sanction of the superiority which the title of 
physician gives him? Yes, there is self-interest here, of the 
sort that is contained in the struggle for perfection, but it is 


the kind of self-interest which protects the public more than 
it protects the doctor. 

“When your life is in danger through sickness you place 
your entire being unreservedly in his hands with full confi- 
dence in his ability. Don’t you think he is worthy of trust in 
deciding this matter? Don’t you think he must know, better 
than any one else, when he says that this scheme will make it 
impossible for him to render you full service, impossible for 
him to continue to be as worthy of your confidence as he is 
now? Who knows any better than he does, what will happen 
to him, and by thé same token, what will happen to you? 
Certainly none of the other witnesses you have heard are likely 
to know so well. They cannot see the situation as realistically 
as he does because they are not men actively engaged in giving 
medical care to people. 

“This is a bauble gift which is offered you. It will vanish 
at the touch. There is no substance in it. It is a part of the 
corrupting psychology of the day that we can get something 
for nothing ; that life can be made easier than Nature intended 
it to be. Few have the courage to say with Cassius, “The fault, 
dear Brutus, is not in our stars, but in ourselves, that we are 
underlings.’ During the difficult recent years the ego of the 
crowd has been unable to bear the knowledge of its inca- 
pacity to walk on its own feet, and so there must be scapegoats. 
The demagogue began to feed the crowd the flattery which it 
has loved to hear throughout all ages of history. ‘he people 
were given ‘panem et circenses.’ ‘Vhe mob was fired with zeal 
to find, and to punish, those who had brought about their con- 
fusion and despair. Now, today, in this forum of public 
opinion, the doctor is the last of these scapegoats to be put 
into the dock. If you decide against him, it will not be the 
first time that the world has turned against its real bene- 
factors. 

“You have been told that many are without medical 
care, but you have not been told how many. The statistician 
who testified showed you figures that more than ninety per- 
cent of the people who were questioned in a survey covering a 
certain year were able to obtain medical care. Yet the statis- 
tician did nothing to find out why less than ten percent went 
without it. That question was not asked. There is no evidence 
before you whatever that any one seeking medical care was de- 
nied it. 

“Members of the jury, you cannot be healed unless you 
seek to be healed. A system of medical care cannot be forced 
upon you to good purpose. It cannot be, and it should not be, 
brought to you without effort or sacrifice on your part. Its 
acceptance by you will be measured by the value which you 
put upon it, and having given little, you will receive little. 
This is a law which cannot be escaped. It is with the illness 
of the flesh as with that of the spirit: ‘Seek and ye shall find.’ 

“Ladies and gentlemen of the jury, the fate of the doctor 
is in your hands. You can make him master of his house, or 
servant in the house of another. But whether he be master or 
servant he will still try to heal the sick, for such is his nature, 
different than that of other men. Healing has been his chief 
concern since the early dawn of recorded history. It is his chief 
concern today. It will be his chief concern tomorrow. Take 
his tools away and still he will seek to heal the sick. Relax 
his disciplines, and still he will seek to heal the sick. Put over 
him a clerk to dictate his prescriptions, a supervisor to inter- 
fere with his diagnosis, he will yet attempt to heal the sick. 
History recounts that the long list of physicians who ranked 








206 





Vital Speeches of the Day 





high in favor of the public for achievements in other walks 
of life were doctors first, and second they might be governors, 
as John Winthrop of Connecticut, or William Bull of South 
Carolina; or soldiers, as Leonard Wood, Walter Reed, and 
William C. Gorgas; members of the Continental Congress 
and a signer of the Declaration of Independence as Benjamin 
Rush; authors as Oliver Wendell Holmes and S. Weir Mitch- 
ell; an etcher as Sir Seymour Haden, or a social reformer as 
Rudolph Virchow; and still their first concern has been the 
healing of the sick. 

“In the second century many a great Roman relied upon 
the good offices of a medical slave, and though the Doctor of 
‘Tomorrow become your slave he will be healing you. In the 
darkness of the middle ages, with his skill taken from him in 
ways different from, but in effect similar to, what you are 
asked to do to him now, nevertheless, he tried to heal the sick. 
We find him as Guy de Chauliac, chaplain and physician to 
three popes in the fourteenth century ; we find him as Francois 
Rabelais in the fifteenth century, author and physician; later 
in the seventeenth we find him as Thomas Sydenham, a puri- 
tan captain of horse in the Civil Wars, but his first concern 
was to heal the sick. In our own time, Sun Yat Sen and 
Georges Clemenceau offer plenty of proof that the physician, 
drawn aside to other paths in life, retains a native instinct 
to bind up the wounds which society inflicts upon itself, even 
when the wounds are sustained in contests against such wise 
leadership as the physician himself represents. 


“Perhaps the doctor is now to pay the penalty which 
often is exacted of the honest man. It is said that ‘Glad are 
the feet of him who brings good tidings.’ But the doctor recog- 
nizes the charlatan in many an optimist. The doctor knows 
that sickness, accident, and death must come to all of us. He 
knows that he who seeks to moderate the cruelty of these ills 
must work hard for this accomplishment. He knows that life 
is meant to be difficult, that rewards are meant to have their 
price, that things ought not to be made to seem easier than 
they really are. He has had the courage to tell you this, in the 
very teeth of the quack who would make you think that you 
are under-privileged. He knows that nature has been working 
for millions of years to make man fit to pay a great price to 
insure his own existence, and that the best health insurance 
that can ever be obtained is that which comes individually 
by struggling to get it. The doctor knows, and he has said, 
that mankind cannot rely for self-improvement upon mere 
legislation put into operation by a beneficent government. The 
doctor knows that the man of yesterday, today, and tomer- 
row is lost who depends for his salvation on giving less to 
society in order to get more. His advice has been frequently 
unpleasant, his instructions often entailed personal effort and 


self-denial, his warnings on occasion have been ominous. His 
feet were not always glad. 

“He has had the courage to tell you these things in the 
face of the popular clamor that some mysterious force has 
stolen your birthright, which the magi will now return to you. 

“He has had the courage to tell you these things because 
they are the truth. Ever he has sought the truth about life and 
death. He is different than other men. He is not to be judged 
by the standards of other men. He will not bring you good 
tidings for the pleasure of seeing your faces beam with plea- 
sure, unless they are true tidings. For he knows that this is 
only to pander to a worse ailment than any we are trying to 
remedy, inducing false hopes which can be cured only by the 
ultimate tragedy of disillusionment. As is his way, he has 
told you the truth, that life is hard, the way to the hilltop 
long and steep and difficult. For his plain speaking it is pos- 
sible that you may condemn him, for he has been condemned 
by others before because he did not applaud ignorant altruism, 
change which was not progress. 

“But no matter what you do to him, he heals the sick 
today and will still heal them tomorrow. ‘For in today 
already walks tomorrow,’ Under socialism, dictator- 
ship, monarchy, despotism, or democracy, still he will heal 
the sick, as best he can. If you try to pluck him by 
the arm, he will pull himself away to keep on in the path 
he has chosen, though it now be a tortuous one, for he is not 
as other men are, easily persuaded. You may call after him: 
‘But here is a different way for you to be paid, so you can 
make more money and heal more people.’ His reply will be: 
‘Do not hinder me. What do you mean, ‘more people?? My 
hands are full; day and night I care for those who come to 
me, who need me most and prove it by the act of seeking me. 
My time belongs to them, not to others who through indif- 
ference or ignorance may have no faith in me, though I run 
after them. I am too busy to experiment with plans and 
schemes. I must heal the sick.’ 

“Whatever you do to the doctor you can not divest him 
of this privilege, responsibility, and prerogative, which, at 
long last, is what matters most to him and to you. 

“So now I leave with you, members of the jury, the fate 
of the accused. Do with him as you will. Do with him as you 
must, under the law and the evidence; remembering, as you 
consider your verdict, that it will be as momentous a de- 
cision for you as it will be for him; remembering that he 
brought you into the world and helped to keep you here.” 

* * * 
Thus might the doctor’s advocate present his defense at 


the bar of public opinion. 
We all await the verdict. 





“I think you choose the speeches with discrimination, and present a well-balanced literary menu. For any intelligent 
person who wishes to keep in touch with his own times, and have some knowledge of the social trends, your publi- 


cation is not merely helpful—it is indispensable.” 


FRANK G. TYRRELL 
Judge, Municipal Court, 
Los Angeles, Cal. 
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Science, the Press, and Intellectual 
Advance 


By WATSON DAVIS, Director of Science Service, Washington, D. C. 


Before joint session of the sections on historical and philological sciences and social and economic sciences of the 
American Association for the Advancement of Science, Atlantic City, N. J., December 30, 1936 


[CONDENSED BY THE AUTHOR] 


important safeguards of science and intellectual ad- 

vancement. This question of intellectual freedom is 
surrounded by many difficulties. In America we have no 
dictators who license newspapers and journals or suppress 
editors and writers who do not agree with them. We have 
a more subtle sort of barrier to intellectual freedom. It is 
what may be called “the vested interest of the mind.” Often 
there must be added: ““—and the pocketbook.” 

Each of us has his own preconceived notions, born of his 
emotional and intellectual experiences. Our innate intellectual 
capacities are tempered by our environment and experiences. 
The most unacceptable commodity in the world is a really 
new idea. 

It is not necessary to dig into history to demonstrate this, 
although there might be cited hundreds of years necessary to 
implant in the human thought-stream the notion that the 
sun and not the earth is the center of the immediate astron- 
omical set-up in which we live. 

The modern examples. of mental vested interests are a 
little more vivid and better known in economic fields than in 
science. Science in many of its areas has been extremely 
fluid, as in the case of the old and new physics. 

When science impinges with directness upon everyday 
life, the mental restraints are likely to be met with most 
frequently. 

These are just a few of the present “dark areas” of 
science : 

Distortion or suppression of genetics to suit nationalist 
or racial preconceived theories. 

Failure to use psychological testing techniques to give 
guidance in fitting the unemployed to tasks they might do. 

The prevalence of superstition and the failure to use 
scientific methods of thought and action in everyday life. 

The hush-hush attitude of most persons toward venereal 
disease—a situation that gives signs of changing thanks to the 
campaign of enlightenment and education of the past year. 


A TRULY free and factual press is one of the most 


Our international failure to preserve the peace by dis- 
tributing properly the plenty of the earth and diverting the 
energies of mankind into constructive channels. 

Obviously the remedy of these conditions is a long-time 
task of education. 

The increased attention that the press has paid to science 
in the past fifteen years is a wholesome and hopeful phe- 
nomenon. It gives encouragement that some of these funda- 
mental problems can be solved in the future. 

In a sense the essential effort to put science into the 
American press has been successful. Such a meeting as this 
is not ignored by leading newspapers and press associations as 
it once would have been; there is a gallery of science writers. 

But in this boom era of science news there are dangers 
as well as advantages. A good press is often narcotizing to 
a scientist. The magic of one’s name in print often excuses 
much license. And strangly, the less qualified (from the stand- 
point of science) science writer can often write a skillfully 
distorted story which the scientist will excuse on the grounds 
that the writer after all was a newspaper reporter, not a 
scientist. 

This lowering of scientific standards is one disturbing 
factor in the present bonanza age of science news. In the old 
days science was made ridiculous through ignorance. Today 
science is sometimes distorted so as to crash front pages (a 
story can often be given more appeal by straying from the 
truth) by those who know better. Which is the worse? 

One of the important factors in the dealings of scientists 
with those who write for the press is a strict maintenance of 
scientific standards. The truth is thrilling, exciting, and im- 
portant enough without ornamentation. Inaccuracy must not 
be the price of greater distribution of science to the public. 

Freedom in science must extend to the technical or spe- 
cialized press as well as the scientific forum and the popular 
press. The scientist, economically as well as intellectually, 
must be free to publish. 


Gold and World Currencies 


By ALVIN H. HANSEN, Professor of Economics, University of Minnesota 
Before American Economic Association, Chicago, Iil., December 28, 1936 


important changes in the function of gold in the 
world’s monetary systems. Prior to the War the 
gold standard, in view of the limited functions it was designed 
to perform, operated with relatively high efficiency. The 
conditions underlying its successful operation are well known 


[) inven: the last quarter century we have witnessed 


and need in our discussion today only a passing reference. 
The pre-war system can indeed, with substantial accuracy, 
be described as one operating under the play of automatic 
forces. There was, outside of England, virtually no monetary 
management. In the United States there was no central 
banking system which stood between the gold reserve base 
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and the super-structure of credit. The quantity of money—Il 
use the term in a broadly inclusive sense—was determined 
mainly by the play of self-regulating forces. There was no 
central, deliberate, or conscious monetary policy. 

Under the favorable investment outlets of the two decades 
preceding the World War, there was a tendency for the 
automatic money economy to utilize to the limit its monetary 
resources. Some flexibility there was in the power of com- 
mercial banks to create deposit currency. But with the auto- 
matic tendency to extend credit as far as the reserve ratios 
would permit, this flexibility was in large measure a function 
of the ebb and flow of lawful money into and out of the 
vaults of the banks, to and from hand to hand circulation. 
Some flexibility there was also in the inflow and outflow of 
gola to and from the outside world. More important still 
was the rise and fall in the intensity of utilization of the 
available quantity of money—the velocity of circulation. 
Within the limits of elasticity thus afforded, the factors 
tending to create cyclical expansion and contraction were 
tree to operate. 

Equally on the international plane, automatic forces pre- 
vailed. Redeemability of money in gold insured within nar- 
row limits stability in the foreign exchange rates. Persistent 
gold movements flowing over a prolonged period in one direc- 
tion indicated a maladjustment in the international price 
structure whether in terms of factoral efficiency-earnings, 
commodity prices, security prices, or interest rates. In so far 
as the reserve ratios in the various countries were fully used 
up, gold movements exercised a controlling influence upon 
international price relationships. The drain of gold from one 
country forced credit contraction and price deflation, and the 
inflow of gold into another country te ded to create credit 
expansion and a rise in prices. Gold flows regulated the inter- 
national price system. 

The price adjustments, incident to gold movements, 
tended to drive the international cost structure into an equilib- 
rium position. Here also the automatic functioning of the 
system was evident. In the separate national economies, costs 
were relatively flexible and followed price movements. Thus a 
high cost country could not for long continue to remain so. 
The earnings of the factors in each country were brought 
into line with their relative marginal efficiencies. Forces were 
continually at work tending toward international equilibrium. 

The successful functioning of the pre-war automatic 
gold standard was greatly facilitated by the circumstance that 
it operated in a rapidly expanding economy and under the 
favorable condition of an upward trend in prices. Maladjust- 
ments can more easily be reached in a society which is rapidly 
reaching out into new areas, developing new resources, creat- 
ing new industries, and supplying the growing needs of an 
increasing population. Maladjustments can also be corrected 
more easily in a society enjoying high investment activity and 
moderately rising prices. 

This era ended with the World War. In the post-war 
period a new gold standard was erected, but under con- 
ditions widely divergent from those prevailing in the pre-war 
period. These conditions were in part wholly abnormal, being 
incidental to the War upheaval. In large part, however, they 
were the result of deep-seated structural changes in economic 
institutions, changes which are not likely to pass when the 


disturbances thrown up by the War have spent their force. 
I shall examine these structural changes presently, for it is 
my conviction that they must be taken serious account of in 
any consideration of the future position of gold in the world’s 
currencies. 


At the present moment there are two sharply opposing 
views with respect to the kind of monetary system that 
ought to be established in the world today. There are first 
those who wish to re-establish an international gold standard, 
modified in certain respects, but still substantially similar to 
the old gold standard. Those who take this position plainly 
believe that the gold standard was crushed under the impact 
ot abnormal post-war forces which we need not anticipate in 
the future. They believe that the structural changes which 
have grown up in the post-war period are of little significance 
and, at all events, do not threaten the workability of a fixed 
and rigid gold standard. This is the conservative view. The 
second view is that put forward by the monetary nationalists. 
This group believes that the international gold standard is 
dead, that there must be instituted in its place a system of 
managed national currencies with quite free and flexible for- 
eign exchange rates. It is my conviction that neither of these 
views takes sufficient cognizance of current realities. 

Standing in between these two positions is the trend of 
current practice which looks in the direction of international 
collaboration. When rationalized, this development repre- 
sents the view that it is necessary, in order to make a private 
enterprise economy workable in the modern world, delib- 
erately to establish a managed international monetary system 
—a system which is neither automatic in the sense that fixed 
exchange ratios are set up once and for all and thereafter left 
to the play of divergent, separatist, and nationalistic pressures, 
nor yet automatic in the sense that exchange rates are com- 
pletely flexible, seeking from moment to moment their so- 
called natural level. 


The special disrupting forces which played so disastrous 
a role in the collapse of the post-war gold standard can 
quickly be disposed of. The international war debts, the 
reparations, the foreign loans and investments, the wrongly 
chosen gold parities—these post-war artificialities have been 
more or less liquidated. In appraising the set-up of an inter- 
national monetary system for the future, however, it is incum- 
bent upon us to consider with care those structural changes 
which, so far as we can see into the future, are here to stay, 
and which we must take account of as more or less fixed and 
permanent factors in the current world situation. A part of 
these newly developed tendencies operates to produce divergent 
trends in the various national economies and thereby threaten 
the workability of an international monetary system. A part 
operates to produce short-run disturbances, temporary up- 
heavals which are violently upsetting to economic stability 
no less in a world operating on a flexible exchange basis 
than in one operating on fixed exchange rates. 

First to be considered are the institutional arrangements 
which, under modern conditions, may cause divergent cost 
trends in different national economies, thereby creating a lack 
of balance in the international cost structure. Most.important 
of all, perhaps, is the unequal development in different coun- 
tries of trade unionism and social legislation affecting labor 
costs. Broadly speaking, prior to the War, we could assume 
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that the wage rates in each country would quickly become 
adjusted to productivity in conformity with the principle of 
comparative advantage. Even in England, prior to the advent 
of unemployment insurance, wages were reasonably flexible, 
rising and falling with the volume of unemployment, and, in 
the export trades, with international price adjustments. Now, 
however, in a number of important countries, wage rates 
have become highly inflexible, no longer subject to a down- 
ward adjustment. The depression has taught us that in cer- 
tain countries in virtually all industries, and in other coun- 
tries in certain sections of the economy, deflation of wage rates 
is not possible without seriously threatening the social order. 
In considerable areas of the world economy we can no longer 
count upon the attainment of any swift equilibrium in the 
international structure of costs. England, with her powerful 
trade unions and social legislation, cannot adjust her labor 
costs to those countries where wage rates are established 
under substantially free competitive conditions. A powerful 
upward thrust, a determined, aggressive movement for higher 
wages, may make England a high cost country and undermine 
her international position. 

In conjunction with the development of wage rigidity, 
it is evident that divergent trends in technological progress in 
different national economies become highly important from 
the standpoint of international stability. If one important coun- 
try makes more rapid technological progress than is made in 
competing countries, the international cost structure may be 
thrown out of balance. 

To these factors must be added another of growing 
significance in the post-war world. The fixed burdens which 
modern industry must bear in the form of taxes and interest 
charges weigh unequally in different national economies and, 
over a considerable period of time, may result in rather wide 
divergences in costs. In a flexible economy the incidence’of 
these fixed charges would fall somewhere on factoral earnings 
and the international cost equilibrium would not be disturbed. 
But in a rigid economy, such transfer becomes difficult if not 
impossible, and, in consequence, divergent trends in taxation 
and public debt burdens may become disturbing to inter- 
national equilibrium. 

So much for divergent cost trends. I turn now to the 
consideration of separatist, nationalistic monetary and fiscal 
policies. Formerly, such divergent policies were quickly cor- 
rected by the automatic gold flows and the ensuing credit 
and price adjustments incident to these flows. The develop- 
ment of central banking in almost all modern countries inter- 
poses, however, a high degree of insulation and prevents the 
application of salutary checks on nationalistic action. Central 
banking has destroyed the former class relationship between 
gold reserves and credit. This makes it possible for a coun- 
try to pursue a monetary policy utterly inconsistent with the 
maintenance of international stability. Fiscal policy, including 
tariff measures and the management of the budget, may, in 
conjunction with separatist central bank action, permit a 
country to drift far out of line with the world economy, 
eventually developing a serious cumulation of strains in the 
international structure. 

Consider also the extraordinary structural adjustment 
which agriculture must make over the next few decades in 
view of the rapid decline in population growth, the continued 
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improvement in agricultural technique, and the persistence 
of agricultural protectionism in the older industrial countries. 
This major structural change presents a threat to inter- 
national stability. The terms of trade are likely to run per- 
sistently to the disadvantage of preponderantly agriculturai 
countries since their export prices are likely to prove unfavor- 
able in relation to their import prices. 

The rapid spread of modern industrialization, particu- 
larly the development of certain standardized, mechanized 
industries in backward countries just emerging from a handi- 
craft society, presents a comparatively new problem. A new 
phrase—“social dumping’”’—has been coined to describe this 
disequilibrating factor. The orthodox economist, arguing on 
classical lines in terms of perfect price flexibility, may insist 
that there is no such problem. But the plain fact is that 
“social dumping” is a very real thing in the modern world. 
Japan, with her deadly combination of low wages and highly 
mechanized and efficient textile industry can undersell the 
older industrial nations. This is a case, not of gradual indus- 
trialization of a whole national economy and the consequent 
lifting of wage rates in accordance with a generally rising 
productivity. One notes here a sudden leap—the almost in- 
stantaneous importation of a highly standardized and mech- 
anized industry into a low-wage country. It is this which 
the phrase “social dumping” describes. It is now, and is 
likely to prove in the next few decades, disturbing to inter- 
national stability. 

I turn now to forces of a short-run character which in 
the current world are seriously disrupting and which were 
scarcely present at all in the pre-war world. The security 
market has come to play a role in the modern economy which 
enormously overshadows the modest one played in the pre- 
war period. An ever-increasing proportion of total invest- 
ments find their way into the security market. Long-term 
investments thereby enjoy an unprecedented measure of 
liquidity and marketability. Thus, while international capital 
loans were usually, in the pre-war period, placed more or 
less permanently in the borrowing country, under current 
conditions international capital movements are highly sensi- 
tive to all manner of temporary factors which may cause 
sudden wholesale liquidation of foreign holdings. Easy mar- 
ketability and high liquidity has made this possible. Foreign 
investments are no longer fixed and permanent. They are 
highly volatile and shift from center to center in accordance 
with the play of speculative forces and shifts in short-run 
expectations of profit. Moreover, while in the pre-war period 
short-term foreign balances were largely limited in volume 
to the demands of traders who kept funds in this or that 
center according to the requirements of commerce, in the 
current world, short-term capital funds shift about hither 
and yon, driven by fears and rumors about the industrial and 
political outlook of this or that country. Liquidity preference, 
the desire for security in a world subject to extraordinary 
risks, and in a world which facilitates the contagion of fear 
by highly developed systems of communication—in such a 
world short-term capital movements, instead of serving as 
an equalizing factor steadying seasonal swings become a 
seriously disrupting factor. 


These conditions are deeply rooted in the modern world 
economy. We have and we shall continue to have institu- 
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tional arrangements making for wage rigidity ; no democratic 
country can root out trade unions or turn its back on social 
legislation. We have and we shall continue to have our 
central banking systems. We have and we shall continue to 
have powerful centrifugal forces tending to break up the 
international system. Nationalistic management of money, 
tariffs, public expenditures, taxation, public debt, and wage 
rates make an international system unworkable so long as 
these policies diverge into as many directions as there are 
nations. 

Confronted with this situation, a return to the auto- 
matic gold standard is, to say the least, precarious. It will 
not do for nations simply to reach an agreement on gold 
parities and then retire, each to its separate national domain, 
leaving the international monetary system to run its course. 
The automatic gold standard may be likened to a loose federa- 
tion of nations in which each country agrees unconditionally 
to remain pacifist at all costs, regardless of acts of monetary 
aggression perpetrated by other countries. But monetary 
pacifism is perhaps almost as unrealistic in the current finan- 
cial world as sentimental pacifism is in the current political 
world. If we could indeed be reasonably sure of favorable 
economic conditions in the years which lie before us, the risk 
might perhaps be taken. If we stand at the beginning of a 
period of moderately rising world prices, a rigid gold standard 
would probably have a better chance of survival than was the 
case in the decade of the twenties. 


An alternative course lies along the path we are cur- 
rently pursuing—international collaboration through Ex- 
change Stabilization Funds. So far as short-run disturbing 
influences are concerned, the function of the Funds is a 
comparatively easy one. Armed with abundant gold resources 
it will be a relatively simple matter to crush speculative 
raids on the exchange market and to iron out seasonal and 
short-run fluctuations. But long-term exchange stability is 
not possible without securing international equilibrium. The 
real task confronting the Exchange Funds is therefore very 
far-reaching. International collaboration through these Funds 
must set itself the task of preventing to the utmost the devel- 
opment of permanent long-run international disequilibrating 
tendencies. We have reached a point of international inter- 
dependence at which enlightened nations must realize that 
their own internal security is bound up with international 
stability. An important industrial nation may, with its tariff 
policy, build up an increasing disequilibrium which will 
finally wreck the international structure. No less is this true 
of monetary and finance policies. On more than one occasion 
during the last sixteen years the United States has been, so 
to speak, a bull in the international china closet. Nor have 
we been the only sinners. We have4learned, or at least should 
have learned by now, that domestic policies which destroy the 
international balance react as a boomerang upon internal 
stability. The long-run interests, therefore, of the separate 
national economies are surely to be found in the maintenance 
of international equilibrium. 

Yet, whatever may be done toward moderating and 
restraining divergent nationalistic policies, it is too much to 
expect that divergent cost trends can be wholly prevented. 


~With the unequal pressure of trade unions on wage rates 


in different countries, with unequal rates of technological 





progress, with divergent monetary and fiscal policies arising 
from special conditions in the separate national economies, 
one would be excessively optimistic if one failed to recognize 
that divergent tendencies despite sincere international collab- 
oration are likely to develop. Snouid the world be tortunate 
enough to experience a moderate upward trend in prices in 
the next two decades, this circumstance would indeed tend 
to ease the necessary adjustments. It is not so difficult for an 
economy to adjust its cost-price structure to another economy 
if such adjustment merely requires a somewhat slower expan- 
sionary movement. It is outright deflation, and the unem- 
ployment which ensues therefrom, that is so disastrous to 
the modern economic structure. In a general upward move- 
ment, the lag of one national economy behind another, suffi- 
cient to correct cost divergencies, is no serious matter. 


It should be the function of international collaboration 
between the Stabilization Funds to maintain exchange sta- 
bility for a considerable period beyond the point at which it 
became reasonably evident that long-term disequilibrium was 
developing. If a country’s Stabilization Fund were losing its 
gold supply to a point which threatens encroachment upon 
the gold reserves designed fer internal monetary use; if a 
country experienced the continued pressure of deflation inci- 
dent to abnormally large imports or too severe import price 
competition; if a country experienced a slow but progressive 
outward movement of capital indicating a flight from a high 
cost and low profit country to a lower cost and higher profit 
country—if these tendencies were present, they would indi- 
cate a deep-seated condition of disequilibrium. To preserve 
stability for a considerable period despite the development 
of such strains is a major function of gold in the new inter- 
national monetary system. The Exchange Stabilization Funds 
must be ready to use their gold stocks courageously, not 
merely as a cushion to stabilize short-run exchange fluctua- 
tions, but also to preserve exchange stability as long as prac- 
ticable despite more deep-seated disequilibrium conditions. For 
in the meantime it is always to be hoped that sufficient adjust- 
ments might be made between the various national economies 
to rectify the lack of balance and to create a new equilibrium. 
If, however, it finally appears that the necessary readjust- 
ments cannot be reached except at the risk of costly sacrifices 
of deflation and unemployment, then by international collab- 
oration and agreement the international value of the currency 
under pressure should be altered. It should, however, be 
possible to achieve over prolonged periods substantial stability 
of exchange rates leaving in the system sufficient flexibility 
to provide, in the event of utmost necessity, a moving equilib- 
rium—one that takes account of fundamental disparate trends 
in the national economies too deep-seated to be removed by 
internal adjustments. 


The overshadowing difficulty which such a system must 
face is, I think, the impact upon the monetary structure of 
the demands of labor. Can democratic institutions exercise 
the needed restraint on the pressure for higher wages to make 
the price system workable? Will the labor movement be able 
to develop sufficient self-discipline to prevent periodic break- 
downs in the money economy? Labor will not brook a fixed 
gold standard that requires from time to time deflationary 
readjustments. But what is the alternative? If the door is 
opened to devaluation, to currency readjustment, every time 
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labor presses its claims, will not a vicious spiral be set up 
which must end in the chaos of inflation? The fact is that 
controlled monetary flexibility no less than monetary rigidity, 
presents grave dangers and pitfalls. Yet it is probably in this 
direction that we shall be compelled to seek our salvation. 
If we cannot learn, through compromise and self-restraint, 
to solve this problem, democratic institutions will in the 
end be forced to give way. 

Just as the development of Central Banks introduces a 
cushion between the gold reserves and the superstructure of 
money and credit erected thereon, so the development of 
Exchange Stabilization Funds serves to cushion the pressure 
on exchange rates. The monetary gold stock of each country 
is, so to speak, divided into two compartments, one internal, 
one external. The function of the external gold stock is to 
shelter the internal economy from international forces which 
drive toward either inflation or deflation. But the external 
gold stock can only serve as a first line of defense. If the 
disrupting forces cannot be conquered, resort must eventually 
be had to a readjustment of the exchange ratios. 

The allocation of the world’s monetary gold into two 
separate funds, one for the use of Central Banks for internal 
monetary reserves, one for the use of Exchange Stabilization 
Funds for the maintenance of exchange stability, is clearly 
possible only under conditions of a plentiful gold supply. 
Fortunately, this is just the situation in which we find our- 
selves today. Indeed, the segregation of a large fund of gold 
into Exchange Stabilization Funds serves the dual purpose 
of providing a means for the maintenance of exchange 
stability without encroachment upon the internal monetary 
reserves, and at the same time of sterilizing, so far as internal 
monetary use is concerned, a portion of the superabundant 
gold supply created partly by the vast new production of 
gold, partly by the disgorging of private hoards, but mainly 
by the revaluation of gold. Without such sterilization of the 
current monetary gold stocks, we stand in danger of an 
extreme inflation of prices in the next decade. It is indeed 
true that the mere existence of a monetary basis for expansion 
does not of necessity produce an expansion. Should, however, 
favorable investment outlets develop, stimulated by continued 
technological progress, a marked rise in commodity prices 
appears to be probable, unless action is taken to counteract 
this tendency. From the standpoint, therefore, of internal 
stability no less than external stability, it is important that 
the gold in the current Exchange Stabilization Funds shall 
not be released for internal use. 

The new use of gold, called forth by the emergence of 
Stabilization Funds, amounts to an increase in the monetary 
demand for gold. But there remains, nevertheless, a net 
surplus. The value of gold may therefore be expected to fall 
unless further determined steps are taken to control it. 

A whole arsenal of weapons is available to accomplish 
this end. The money market may be tightened by numerous 
devices including the sale of Central Bank assets in the open 
market, raising the discount rate, raising the reserve require- 
ments, and lowering the price of gold. 

Tightening the money market is the old standard device 
of monetary management. It has, however, we know now, 
serious defects. The deflationary pressure falls with quite 
unequal force upon different parts of the economy. Those 


which should be hit the hardest—the speculative branches— 
are the least affected. The general run of staple industries— 
those which do not enjoy spectacular profits—quickly feel 
the pressure. It is scarcely possible to check an inflationary 
boom by tightening the money market without creating un- 
necessary unemployment. 

Raising the margin requirements for borrowers who use 
listed securities as collateral ought, I suspect, to be used to 
the limit, before resorting to a general tightening of the 
money market. This device hits just at the point where the 
hardest blows need to be struck. To check an inflationary 
boom it is especially urgent that capital expansion shall not 
be subsidized by flotation rates which are made artificially 
low by speculative activity. Real estate loans need also to be 
brought under more rigorous control. 


But there are other devices. Theoretically an appropriate 
wage policy could be very effective were it not that in a 
democratic country there appears to be no satisfactory manner 
in which such a policy could be implemented. An authori- 
tarian state could doubtless manipulate a wage policy to 
good advantage, were it not that such a state has at its 
disposal more direct means of controlling economic processes. 


There remains for democratic countries, however, one 
powerful weapon—that of taxation. Unlike the device of 
tightening the money market, this weapon does not cut at 
the roots of productive activity; rather it cuts at the roots 
of monetary inflation. What is wanted is to prevent the depre- 
ciation of the value of money by reason of a run-away 
demand. This the taxation device can do, if properly man- 
aged. It will not do, however, merely to use the funds for 
debt retirement for this would only feed to excess the capital 
market. Debt retirement should be made during the upswing 
of the cycle, but not at the final stage when the boom is 
entering the inflationary phase. At this point in the cycle the 
excess receipts should be held by the Treasury as idle balances 
at the commercial banks. If subsequently it became necessary 
to impose the cruder monetary check of tighter money rates, 
these funds could be transferred from the member banks to 
the Federal Reserve Banks, thereby reducing the member 
bank reserves. The policy of holding tax receipts idle at 
commercial banks would have the further advantage that an 
impending depression could be counteracted by expending the 
sums so held on public works, without resorting to borrow- 
ing either from the public or from the banks. 


It cannot be doubted that governments can, if they will, 
take steps which will insure the reasonable maintenance of 
the value of the monetary unit. The current chant which one 
hears from so many business forecasters that inflation is 
absolutely inevitable is utter nonsense. Inflation is inevitable 
only if we make it inevitable and nothing has occurred thus 
far to make it so. 


Every country can prevent both inflation and deflation 
by unilateral action if it will, but at much greater cost than 
would be the case were such action taken through inter- 
national collaboration. 


Keeping the monetary unit from abrupt depreciation, or 
appreciation, from inflation or deflation, is of course the same 
thing as regulating the value of gold so long as there is an 
established legal price for gold. The United States is now 
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the only large country that maintains provisionaiiy a tixed 
price of gold, though France maintains a price within rather 
wide limits. So long as the United States inaintains a legal 
price of gold no other country could change its legal or 
market price of gold without changing the dollar value of 
its currency. If we may assume that the dollar-sterling rate 
will be held fairly near the old parity, it may then be taken 
for granted that the American price of gold will tend to 
become a norm for the world price of gold. This price, how- 
ever, has no special significance other than that it establishes 
the number of monetary units which a given physical quan- 
tity of gold is taken to represent. The price of gold is one 
of the determinents of the monetary gold supply. In this 
manner the price of gold tends to have a long-run influence 
on the value of gold unless conscious management intervenes 
to determine its value. 

The program of international collaboration through 
Exchange Funds stands between the proposal on the one side 
to re-establish rigid and definitive exchange ratios and the 
proposal on the other side to go over completely to nationally 
managed paper currencies and freely flexible exchange rates. 
‘The latter plan calls for brief comment. It is said by those 
who favor it that only through the development of free 
exchange rates can internal stability be achieved. It is said 
that the gold standard with fixed exchange parities, far from 
facilitating world commerce, has in fact resulted in the 
setting up of outrageous obstacles to international trade in 
the form of quotas and exchange control. It is indeed true 
that once serious international disequilibrium is present, the 
gold parity can be maintained, in certain circumstances, only 
at the price of imposing these quantitative restrictions on the 
flow of trade and capital movements. These restrictions are 
introduced, however, as protective devices against the pre- 


» vailing monetary chaos. We have seen how they have been 


imposed in this depression after the international gold stand- 
ard had broken down. They are the consequences, not of the 
operation of the gold standard as sometimes alleged, but of 
its collapse. 

Under a system of freely fluctuating exchange rates, 
however, not only is external stability thrown to the winds 
but repercussions are likely to develop which destroy the 
sought-for internal stability. For under such a system, the 


international value of a currency is at the mercy of the 
erratic internal policies of every other country. ‘his one fact 
alone is enough to condemn it. Moreover, uncontroiled ex- 
change rates, determined wholly by the play of market forces 
are likely to become the prey from time to time of intense 
speculative activity. Fluctuations in the international value 
of a currency are not consonant with internal stability. The 
internal prices of raw materials and basic commodities, widely 
tiaded in the international market, are directly affected by 
changes in the foreign exchange value of a country’s mone- 
tary unit. No internal monetary management, no matter 
how successfully applied, can prevent violent swings in the 
price movement of these commodities so long as the foreign 
exchange value of the currency is fluctuating. And fluctua- 
tions in the prices of these commodities may materially upset 
the balance in the internal price structure. ‘The world has 
become too inter-dependent to achieve internal stability with- 
out securing first of all a workable external stability. 

Let it furthermore be noted that while a country on a 
free exchange basis can temper the fluctuations in the foreign 
exchange value of its currency so long as the rest of the world 
is largely on a gold standard, no effective method of control 
is available except that of international collaboration once a 
fixed gold standard has been generally abandoned. 

Finally, let me suggest that it would be very useful to 
combine with monetary theory more study of the social in- 
stitutions which are evolving in modern democratic societies. 
For the money mechanism is called upon to drive the eco- 
nomic car upon the kind of a highway that modern democ- 
racies are constructing and indeed without which they could 
not continue to survive. The degree of success attained by 
future monetary management will, in large part, determine 
the extent to which the system of private enterprise can 
continue to operate under a price economy as distinguished 
irom that of authoritarian states. It is for democratic coun- 
tries that the institution of money is of overshadowing im- 
portance. Totalitarian states have more significant instru- 
ments of control. For them, money can quite readily be 
reduced to a mere unit of account. But for democratic coun- 
tries money is an essential institution. Only through its func- 
tioning can individual choice in economic decisions be 
preserved. 


What’s Ahead for Aviationr 


By I. I. SIKORSKY, Engineering Manager, United Aircraft 
Joint Meeting of the Engineering Societies, New York City, December 4, 1936 


ODERN technique offers possibilities for the con- 
struction of aircraft of considerable size. For ex- 
ample, it is believed that a million-pound airplane, 

carrying 1000 passengers, could be produced before 1950. It 
is doubtful, however, whether this size will prove practical 
at this or even at a reasonably more remote date. The charac- 
teristics of air transport with its high speed necessitate fre- 
quent departures in order to make the passenger and mail 
service really valuable and useful. Therefore, it appears prob- 
able that a larger number of aircraft of reasonable dimensions 


would do a better job, and that the size of aircraft will be 
controlled by economic factors and traffic requirements rather 
than by engineering possibilities. However, it is most probable 
that the airliner of the near future will be much larger than 
the average present ships. 

The efficiency of an air transport as a useful load carrier 
depends not only on its payload capacity in units of weight, 
but at present just as much on the useful volume available for 
passengers and load. In this respect the larger aircraft has 
considerable advantages because, briefly, the resistance of the 
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body which carries passengers and load increases less than in 
proportion to the square of linear dimensions, while the useful 
volume increases more than in proportion to the cube of the 
same dimension. Therefore, the large airplane is proportion- 
ally much more efficient with respect to power necessary to 
move at a given speed and the space necessary to accommedate 
a passenger. While with some other items the above consid- 
erations would not be correct, yet in general the larger plane 
would be the more efficient one. Furthermore, the larger trans- 
port would still need practically the same flying crew, radio, 
navigation, and other equipment while carrying a much larger 
payload. All these and several other considerations point to an 
aircraft, if not of giant size, at least considerably larger than 
modern ships. It is most certain that planes of 100,000 Ibs. 
and more will be flying or at least under construction dur- 
ing the coming five years. The introduction of such ships 
will contribute greatly to the coming vast expansion of air 
transportation. 

The three existing basic types of aircraft, namely, the 
landplane, flying boat, and amphibian, will all remain in their 
respective geographic fields of operation. With reference to 
their efficiency, while the landplane is and will remain the 
most efficient and least expensive of the three, the difference 
in speed and operating efficiency will become less pronounced 
in ships of larger size. Therefore, the flying boat will remain 
a very important factor of transportation, offering in large 
sizes an efficiency and speed very closely approaching that of 
a corresponding landplane and in many cases offering sub- 
stantial operating advantages. 

With reference to speed, the following general ideas can 
be expressed. At the present time, an operating speed of 225 
miles per hour for leading land transports and 175 miles per 
hour for long-range flying boats has been approached, and in 
some cases exceeded. This means that the airliner is 3 to 4 
times faster than the best train, while the flying boat is 5 to 
6 times faster than the latest steamship. While this speed ap- 
pears sufficient to justify air travel, yet the coming years will 
bring further increase in operating speed. Doubts have been 
expressed about the necessity of this, as can be seen from the 
following quotations taken from an editorial in the Bridge- 
port Times-Star: 

“Professor X has invented a rocket plane in which he 
believes he will be able to cross the Atlantic in less than half 
an hour.” 

“Suppose, for instance, that some such plane as this could 
be made available for use. What good would it do us?” 

“So far we have had pretty bad results. It will take, 
perhaps, another century or two for us to get into harmony 
with the speed of modern communications.” 

“And this rocket plane would only intensify our troubles. 
We simply couldn’t live up to it. We don’t need it. Can’t our 
inventors go fishing, or something, for a few decades, until we 
get settled ?” 
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It is hard to agree with such an opinion. Speed is indeed 
very important and a certain further increase is desirable and 
possible, but it must be followed by progress with respect to 
other performance characteristics such as flying in rough air, 
economy of operation, sufficient room on board, comfort, and 
other items. Substantial progress along these lines may be 
expected in the near future. For special types of commercial 
and military aircraft where greatest speed is of extreme im- 
portance, a large increase may still be expected as a result of 
continuous research engineering work along conventional 
lines, as well as by the use of new methods such as artificial 
control of flow by suction or pressure jets, by locating the en- 
gines inside the wings or body and cooling them artificially, 
or by some other novel feature. 

It appears probable that the speed of 525 miles per hour 
considered to be a possible maximum speed for aircraft could 
be approached within the coming five years, providing a con- 
siderable amount of expensive research work can be done. 

With respect to jet-propulsion or rocket-driven aircraft, 
neither of them appear to be around the corner. 

It is now possible to design and build airliners capable of 
being operated in non-stop flights across the longest practical 
transoceanic air routes. This also opens the way to military 
possibilities of great importance. 

It is expected that during the coming five years pioneer- 
ing work will be done and actual airline operations estab- 
lished at reasonably high altitudes, such as 20 or 25,000 ft. 
At this altitude it will be possible to obtain the major benefits 
of high flying, namely, almost continuous clear weather and a 
substantial increase in operating speed. A certain supercharg- 
ing of the cabin will be necessary, but the loss of pressure for 
any reason would not be fatal if the plane has provisions for 
supplying oxygen for that emergency. 

Stratosphere flying at 50 or 60,000 ft. altitude or even 
higher will probably be studied during these five years and 
might prove to be very interesting from the scientific, as well 
as military, standpoint. It is questionable whether any sub- 
stantial part of the regular airline travel will be done at this 
altitude in the not-to-remote future. While it is possible from 
an engineering standpoint, yet it appears that various diff- 
culties, maintenance complications, as well as increased cost 
and hazards would be greater than the practical advantages of 
this type of operation. 

Flying along established air lines is now a routine way 
of traveling across every continent and between most of the 
major cities. Before the end of five years the same will become 
true with respect to major transoceanic routes of the world. 
It is probable that some of the transport or excursion airlines 
will even run across the Polar regions. This great development 
of all existing branches of aircraft will resu!t in a further and 
most interesting and encouraging expansion of activities con- 
nected with aircraft industry, operation, and science. 
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Business Faces a Golden Opportunity 


By ARTHUR CAPPER, U. S. Senator, Kansas, 1919-37 
Over WIBW , at Topeka, Kan., December 6, 1936 


ern opportunity—its greatest modern challenge. 
By “business” I mean industry and commerce and 
their two handmaidens—finance and professional services. 

Industry includes agriculture, mining and oil production, 
manufacturing and milling—all kinds of production. Com- 
merce includes wholesaling and retailing, transportation and 
communication—all business concerned with the distribution 
of commodities and services. 

Within these two great branches of business are both 
big enterprises and little enterprises. And whether it be a 
man or great corporation, the individual business may engage 
in both industry and commerce. Irrespective of size, the 
opportunity and the chailenge is here today. 

Henry Ford is engaged primarily in production, but he 
is also engaged in distribution through his system of selling 
his products. Mr. Ford is a business man. But so is my good 
friend, John Peck, of Tecumseh, Kan., who operates a farm 
dairy. John Peck also is engaged primarily in production, but 
it happens to be milk and dairy products, instead of cars 
and trucks. He also is engaged in distribution. And right 
along with Mr. Ford, he also has faced problems of pro- 
duction costs and with measurable success has solved them. 
Both have worked out for their businesses practical methods 
of distribution. Both are important parts in our great Ameri- 
can business. 

But right here I wish to point out that Henry Ford and 
John Peck succeeded because they produce and they distribute. 
They are not primarily engaged in finance; nor are they 
speculators, hoping to win without service. Their profits de- 
pend upon increase in the value of raw products and upon 
distributing the finished products—not upon the fluctuation 
in the values of commodities. 

Fortunately, most bankers operate within their legitimate 

sphere; just as most business men do. But as business is 
plagued by the speculator, so is finance plagued by the specu- 
lative banker who is after winnings rather than profits. Busi- 
ress shall not make the most of its opportunity—it shall 
not meet the present challenge, if it does not keep clearly in 
mind the distinction between “winnings” and “profits.” 
_ The opportunity to go ahead into an era of prosperity far 
beyond anything of the past is immeasurably better than that 
period referred to by some as “the good old days.” By better, 
I do not mean merely in the sense of a larger volume of busi- 
ness or a greater showing of earnings, but an era in which 
the distribution of our wealth and our commodities will be 
more equitable than ever in the past and where all who con- 
tribute to our prosperity shall justly share in it. 

The challenge to business is to drive straight for that 
goal. We can have—we will unquestionably have—more busi- 
ness in these next few years. But will it be merely another 
boom with a resulting depression? Or will business constantly 
and conscientiously attack the problem of just rewards for 
all workers, stamping out of gamblers, curbing of crooks and 


B USINESS in these United States today faces its mod- 


cheats? Will it this time build upon the rock and not upon 
the sand? 

According to the Brookings Institution in one of its 
most valuable studies, we produced goods and services in 1929 
valued at approximately 81 billion dollars. 

Of this amount, 77 billions were received by 27,500,000 
family groups; if divided equally, $2,800 per family. But it 
was not divided equally, nor am I saying that it should have 
been. But consider how terribly unequally it was divided: 

Six million families or more than one-fifth of the total 
received less than $1,000 each. 

Twelve million families received less than $1,500 each. 
And as we raise our sights to the $2,500 mark, we find more 
than 19,000,000 families below it. Almost three-fourths of 
all families in these United States fell short, all the way from 
$300 to more than $1,800, of hitting an average so low as 
$2,800. 

At the other end of the income scale, we find that 
220,000 families—or just eight of each 1,000 received over 
20 per cent of the entire national income. 

And at the top of this favored group, Brookings said 
there were a mere 36,000 families who received as much as 
all the 12,000,000 families who averaged less than $1,500 
a year. 

The 220,000 families at the top could not keep the Henry 
Fords and John Pecks in business. They could not use 
enough automobiles or drink enough milk. But think how 
many more cars could have been bought and how many thou- 
sands of bottles of milk and pounds of butter would have 
been purchased had millions of these workers received even 
a fair share of this vast wealth. They would not have been 
limited to such bare necessities that they could not buy and 
enjoy some of the products of the Henry Fords and John 
Pecks. The big job, the business opportunity, the real problem 
facing American business is to give these submerged millions 
purchasing power. ; 

This problem can be solved. It is a large order, I know, 
one that cannot be solved in a day or in a year. But it is a 
challenge that must be met. It must be met by American 
business. If business does not meet it, government will attempt 
it. I say this merely upon the record of what government has 
already attempted in this country and upon the records of 
other countries where governments have gone to extremes, 
primarily because of this problem. 

I am confident, however, that American business can 
do the job—not overnight, but by degrees. It is the plain 
objective of American business, and when it becomes apparent 
that business has accepted the challenge and is honestly 
striving for that objective it will have the backing of the 
American people and of the government—which after all, is 
the expressed will of the people. 

Already I believe that I have seen definite signs that 
business is fully cognizant of the situation and striving to 
meet it. To me one of the most encouraging signs that busi- 


~ ad 








André Géraud 


215 





ness is headed in the right direction was the interest and 
understanding of Eastern business men, whom I met on a 
recent trip, in the problems of agriculture. They are keenly 
alive to the necessity of American agriculture being on a 
sound basis and receiving a return in line with other in- 
dustries. 

In facing its problems of a more equitable distribution 
of income, I believe business will reach a new evaluation of 
human labor and the dollar. It has been said that the price of 
any article is mainly the amount of human labor and in- 
genuity which has gone into it. Iron ore in itself is worth 
little to mankind, but when human labor has mined it, has 
transported it to the smelters; has turned it into pig iron, and 
from that to steel, has shaped that into thousands of parts, 
assembled these parts, and transported the finished products 
as a motor car or printing press, then the lowly ore becomes 
of great value to mankind. Human labor and ingenuity and 
service made it so. 

But I fear that in the past the dollar which was back 
of some of these operations reaped a reward out of all pro- 
portion to its importance. When the costs of production were 
lowered too often the dollar grabbed all of the gain. None 
went to consumers in lower prices; none went to labor in 
higher wages. The people who in 1929 collected 20 per cent 
of the nation’s income did not do so because they rendered 
so much labor or so much service but because they owned 
the dollars. This problem must be solved. 

It is not, however, merely a problem of adjusting the 
flow of wealth. Business to be successful must have the con- 
fidence and good will of the people. And in that direction 
I believe that American business has made a very real start. 
It is apparent in many places and in many kinds of business. 

An outstanding example is what Western railroads have 
done with their passenger traffic. Due to buses, and more 
especially to the private motor cars and good roads, passenger 


trafic on railroads dropped tremendously from 1920 until 
1930. Then it dropped still further until in 1933 it might 
have been called a mere shadow of its former self. 

The early reaction of the railroads had been to raise 
rates and to save by taking off trains and cutting off service. 
Then they waked up and realized that possibly the late Will 
Rogers was about right when he said that the only improve- 
ments the railroads had made in a generation was to put 
slots for razor blades in Pullman cars. 

One of the first things they did was to lower rates from 
3.6 cents a mile to 2 cents for coach fares. But that was not 
all. W. A. Harriman, chairman of the board of directors 
of the Union Pacific, says: ““We ceased being conservatives ; 
we became progressives. We thought in terms of the human 
beings we were serving.” 

With such a viewpoint, changes were rapid. New, 
lighter, and faster equipment came in. Air-conditioning of 
cars, services formerly available only to Pullman passengers, 
were extended to those in the coaches. 

As Mr. Harriman says: “The results of all this, were 
astonishing even to us.”t Gross passenger receipts for this 
year are 36 per cent over 1935, and 66 per cent over 1934. 


Railroad travel has been made more pleasant and there is a 


new spirit of cooperation today between railroads and their 
employes, and between railroads and the government. 

After seeing what Harriman and Carl Gray and others 
in the railroad business have done, I feel that American rail- 





roads are already on their way to a new era of prosperity; © 


and if this industry can face today’s problems and solve them 


in terms of dealing with the public and their employes, there — 


certainly is hope for all the rest of American business. 





t(“Transportation and the Railroads: Progressive Man- 
agement,” by W. A. Harriman, VITAL SPEECHES, Dec. 
1, p. 118.) 


Will War Come in 1937 or 1938? 


By ANDRE GERAUD (“Pertinax”), French Commentator 
N. A. M. Convention, December 9, 1936 
[STENOGRAPHIC REPORT] 


HOPE that you do not expect from me that I shall 
I answer the question, “Where is the world going?” in 

the frame of mind of a fortune teller. Of course, there 
are good, there are wise, and there are foolish fortune tellers. 
I shall try to be the wise one. 

The story goes around in Germany that Hitler went to a 
fortune teller, and he asked her—I think she was a woman— 
“When shall I die?” and she answered, “I am going to tell 
you when you will die. You will die on a Jewish holiday.” 
That was the wise fortune teller who did not get away from 
existing facts. I shall try to imitate her. 

Well, when we have to consider the present situation 
of the world, what is the rock-bottom fact, as you say in this 
country, which must be considered? It is this: that sometime 
in 1937, or perhaps in the early months of 1938, a possibility 
of war will exist. There will be no use in trying to conceal 
that fact. Why will that possibility of war exist? Here is 
the answer: On a faster and faster tempo Germany has 
been building up her military power. That military power, 


according to the best observers, is bound to reach its maxi- 
mum in 1937 or early in 1938. At the same time, Adolf Hit- 
ler, the head of the German Government, will note the arma- 
ment of the British Empire, of Russia, of Poland, and the 
three states of the Little Entente. 

Every reader of the book written by Hitler ten or twelve 
years ago, which has become the Bible of the German people, 
cannot answer that question in a very certain way. At any 
rate, there is doubt about what Hitler will do at that time. 
What can he do, when the British and French—and I truly 
believe that the British and French will stand together— 
what can he do to ward off that danger of war? 

There are certain things that we must not do, that we 
ought not to do, and there are other things that we must 
do. There is only one problem in Europe today, and I call 
your special attention to this. Sometimes your papers say there 
are special differences between France and Germany. There 
are no special differences between France and Germany. 
There is only one problem. If the Western Powers, France 





re tipebansitg 


SE UYe lye “te » 


ee ae 

















































216 


Vital Speeches of the Day 





and England, are ready to give a free hand to Germany in 
Central and Eastern Europe—if they are ready to do it, 
well, they may expect to reach a settlement with the German 
Government. If they are not ready to do it, if they persist 
in their policy of enforcing the League’s Covenant of seeing 
to it that each international law shall be more or less re- 
spected in the whole of Europe, there does not exist any 
possibility of settlement. That is the main point you must 
have always in your mind. 

But, you will tell me, what would it matter to you that 
Germany should make war upon Czechoslovakia and Russia? 
After all, let her do it; the German army would be kept 
busy-there ten or fifteen years and perhaps it will share in the 
fate of the Army, of the big armies of Napoleon I. But the 
objection to that course of action, to what I may call the line 
of least resistance, is as follows. Directly the Russians, the 
national states in Central Europe, are told or understand 
that if they are attacked they cannot rely upon the assistance 
of the French and of the British Governments of Western 
Europe, they will try to come to terms with Germany at once. 
They will look for a compromise and they will be ready to 
sacrifice, to make a temporary sacrifice of their armaments, 
and then within a short time the French and the British 
nations would be confronted by a huge Hitlerian empire in 
command of most of the resources of Europe, in command, 
for instance, of the raw materials of Russia. You can imagine 
that Hitler would indulge very soon in far-reaching schemes 
that would make life very different for the Western Powers. 


. Up till now, so far as I know, nobody, either in London 
~ or in Paris—and I insist Paris and London—has advised the 
_ French and the British Governments to give a free hand in 
Eastern and Central Europe. 


But, you will object, after all Germany needs economic 
expansion. The answer is this, which is too often overlooked. 
In the month of July, 1914, the British Government and the 
Government of Turkey signed a treaty with Germany which 
practically gave Germany the control of Turkey up to Bag- 
dad. At the same time, the British Government signed with 
Germany another treaty. Then, quite peacefully, it was open 
to the German Government to carry out a program of terri- 
torial expansion. Well, within three weeks that government 
was declaring war on Eastern Europe. 


It means they want to assert force, they want to assert 
their physical domination. What can we do if we are going 
to enforce international law to stick to the Covenant and to 
collective security? First, the French and the British Gov- 
ernments must be closely united. At the present time they are 
closely united. The guarantee of the French and Belgian fron- 
tiers which was given to France by Great Britain last March 
has been recently enlarged, and today, practically, there is 
an alliance between France and Great Britain. But that is 
not enough. The support of Russia must be enlisted. Russia 
is a rising country. You know that last year the quantity of 
gold produced in Russia has approximated the gold produced 
in South Africa. If we cannot secure the cooperation of that 
big country, if we leave it in the background of Europe as a 
doubtful factor, we cannot save peace. 


In 1935, the French Government concluded a treaty of 
military and political preparation with Russia, but no execu- 
tive convention has yet been made, no military executive con- 


vention, and so far, we have hesitated to sign that convention, 
because we have had the feeling that after all, we could not 
retrace our steps. The time has come when we must reach 
a decision, and the British Government, which has approved 
at every turn the negotiations between France and the Soviet 
Russia, will probably endorse this decision that the Paris Cab- 
inet will be called upon to reach. 

But now I have to give a very frank picture of the 
situation, owing to the short time limit. There is a very 
important question to which I must call your attention, Spain 
and the revolutionary movement. Many people in this coun- 
try have been very surprised by the fact, and have wondered 
why the French Government did not send arms and am- 
munitions to the lawful government of Madrid. The answer 
is this: British public opinion has approved of the Franco- 
Soviet pact, but directly, social revolution appears to raise 
its head in Western Europe, the British conservatives and 
the French conservatives are frightened; they are begging to 
consider that this social danger must take precedence of the 
German danger, and they are inclined to veer around, to 
compromise with Hitler and Mussolini, whom they are 
then ready to regard as the defenders of social peace. The 
issue of Fascism versus Communism, if it is raised, is likely 
to cut across public opinion in France and England and to 
split the whole political system, the whole group of nations 
formed by French and British diplomacy in order to keep Ger- 
many in check. 


So far, during the last few weeks, Russia has been play- 
ing a very doubtful part in Spain. Russia has intervened on 
the side of the Madrid Government, and it is only owing to 
the activity of the Soviet airplanes that the Rebels have been 
held in check, the rebels who have practically been directed 
by a German staff. Russia, by doing this without consulting 
the French and British Governments, has been playing a 
separate part and a very dangerous one, for the reasons that 
I have just indicated to you, but there is some reason to 
believe that she has played that part in order to bring pres- 
sure to bear upon the French Government and to secure the 
signature of that military convention which has been denied 
her for the last two years. I hope that if the French and 
British policy becomes more resolute, Russia will give up her 
revolutionary undertakings in Western Europe. If she does 
not harmonize her policy with the policy of the Western 


Powers, then there is little hope to save European peace. 

Such are the few observations, the few remarks, that the 
fortune teller wants to give you. He cannot, unfortunately, 
expatiate on those various points. I shall add only this. We 
consider in Europe that if the worst comes to the worst, if 
a conflict shall break out, we will be neutral, but at the 
same time we attach the greatest possible importance to the 
formation of an international body of public opinion here, 
because public opinion here will have a great influence all 
over the world, and especially will influence British pub- 
lic opinion. That is what we expect from you. We con- 
gratulate you upon the existence of that big Atlantic moat 
which constitutes for you, to your advantage, a formidable 
privilege. In the coming diplomatic battle, or in the other 
battle which may unfortunately follow, it is to be hoped that 
the French and British Governments will not be over- 
whelmed, and that the economic and civic freedom which is 
so dear to all of us will not be endangered. 





Baruch Braunstein 





Italy vs. Great Britain 


By BARUCH BRAUNSTEIN, Doctor of Philosophy, Columbia University, Lecturer and Author. 
On “The World Affairs Forum of the Air,” Station WIP, Philadelphia, Pa., December 23, 1936 


lini with a gold sword. That sword was a symbol 

of both the founding of the new Italian Empire as 
well as of the instrument by which it would be enlarged. 
Now the enlargement of the Italian Empire can be achieved 
only at the expense of the British Empire. Mussolini knows 
that, and he means to do precisely that. Therefore Italy has 
arrayed itself against Great Britain. 

Mussolini’s conquest of Ethiopia was much more than 
the occupation of a territory whose worth has been vastly 
exaggerated. His real victory was a moral one—the victory 
over Great Britain in the first round of what may be a long, 
drawnout contest. For Mussolini not only defiantly ap- 
proached the British lion, but he dared to twist its tail— 
and he has gotten away with it! And all the time Italian 
officers shivered in their shiny boots and mopped brows on 
which rest the two-gallon hats of the Italian army, for they 
knew well enough that they had little chance to defeat 
Great Britain in the Mediterranean. Because Britain didn’t 
accept the Italian challenge (and let no one believe it was 
anything but a challenge, and in refusing to accept it British 
prestige has suffered), Mussolini was convinced that the 
British lion was fast asleep. ; 

I don’t believe there can be any doubt that Italy is pre- 
paring for a final show-down with Britain. She is encouraged 
by her own impudence as well as by Britain’s desire to main- 
tain peace. Britain wants peace and she will give in at many 
points in order to preserve it. This is apparent in the ‘“Gen- 
tlemen’s Agreement” between London and Rome, the de- 
tails of which will not be made public until after the first 
of the year. 

The simple fact is that Italy craves what Britain has, 
and Britain is not prone to part with her possessions. Italy 
claims she was grievously harmed in the post-war deals when, 
as a victor in the World War which cost her 650,000 men 
and almost 28 billion dollars, she got only a niggardly hand- 
out of 9,000 square miles of territory. She feels frustrated 
with a population of 41 millions. She insists upon room for 
expansion. Every Fascist nation—Germany as well as Italy 
—feels the same way. Indeed, Fascism springs from frus- 
tration. 

But what is the truth of Italy’s insistence that she needs 
room for expansion? She announced this as her chief reason 
for conquering Ethiopia. The fact is that on the vast area of 
194,000 square miles of Italian Somaliland there are only 
1,500 Italians; on the 45,000 square miles of Eritrea, scarcely 
3,500 Italians. Thus the slightest examination punctures 
Mussolini’s case. Mussolini himself knows better than this. 
In back of it all he really believes that Italy is destined to 
be heir to the British Empire. That is his real argument. 
He can’t very well say this without serious complications. 
He believes his star has risen, and that Britain’s star has 
set. That is his destiny. It is inevitable. Fate is on his side. 
The British people he believes are effete, decrepit, and have 


\ FEW days ago-the Italian Senate presented Musso- 


outlived their usefulness. His people, on the other hand, are 
fresh, young, virile, with their eyes set toward the future 
as the inheritors of a new Roman Empire—to be carved out 
of the British Empire. 

Mussolini is too shrewd a man not to assist fate and 
destiny actively by a definite and strong anti-British policy. 
He has been working for some time to discredit Britain, to 
diminish her prestige in the Mediterranean, and to woo away 
from her the countries of the Near East, where her influence 
has been strong. Only now the British lion is beginning to 
show signs of irritation. Britain is beginning to see that 
Italy is menacing the “Empire’s life-line’—the Mediter- 
ranean Sea. 

Britain doesn’t like the Italian force of 100,000 men in 
Libya, on Egypt’s border. She promised to withdraw her 
fleet from the Mediterranean during Italy’s venture in 
Ethiopia when a clash appeared inevitable, on the understand- 
ing that Italy would reduce her Libyan “garrison” from three 
to two divisions. Instead, the “garrison” was promptly in- 
creased after Britain withdrew her fleet. She said nothing, 
hoping that perhaps the 100,000 men would eat Mussolini 
out of job and power. Neither does Britain relish Mussolini’s 
investments in anti-British propaganda in Egypt and the Near 
East. The Egyptian Nationalists were avowedly eating from 
meal tickets paid for by Rome during the anti-British demon- 
strations in Cairo. The entire Arabic world is the object of 
Mussolini’s warmest solicitude—on the theory that once 
Britain is dislodged, Mussolini will step in as its God-sent 
protector. Literature of all kinds carries Mussolini’s propa- 
ganda. He is making a lot of noise about the Mosques he has 


‘rebuilt, trying to convey the impression that while Britain 


destroys, he, the saviour of the Moslem world, rebuilds them. 
Each year a few thousand Arab boys are brought to Italy 
on government expense where they are properly impregnated 
with Italian doctrine and then sent back to spread the “gos- 
pel.” Schools are built by Rome and, sometimes in coopera- 
ion with Vatican emissaries, purvey Italian propaganda. From 
the radio station at Bari, at the tip of Italy, programs in 
Arabic go out to the Near East. During the recent riots 
in Palestine, aimed largely at Britain’s mandatory power over 
Palestine, Italy supplied ammunition to the rioters. The chief 
of the Arab delegation to Geneva admitted that his pay checks 
came from Mussolini, justifying his actions on the ground 
that the enemy of Britain is the friend of the Arabs. 

Italy has fortified many strategic areas in the Mediter- 
ranean. Pantelleria Island, 70 miles south of Sicily, is so 
situated that every ship from Gibraltar to Suez must pass 
within the range of her powerful Italian guns. The Island 
of Rhodes is being fortified—a challenge to Britain’s Malta 
only 130 miles away. From both ends, east and west, Musso- 
lini is strengthening Britain’s suspicion that he really intends 
to make the Mediterranean his own private lake. On the east, 
he controls strategic points near the Red Sea and is close 
enough to the Suez Canal to be a source of danger. On the 
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west, he is anxious to procure Ceuta, directly south of Brit- 
ain’s Gibraltar, as well as the Balearic Islands, both Spanish 
possessions. These will be Mussolini’s spoils out of Rebel 
victory in Spain—the price the Rebels must pay for his as- 
sistance. If Mussolini and his allies—the anti-British Arabs 
in the Near East and the Rebels in Spain—are victorious, 
then he will indeed have a better than fair chance to estab- 
lish the new Roman Empire of his dreams. Two great world 
empires, such as Great Britain is and Italy wants to become, 
cannot endure side by side. The one must fall if the other 
is to rise. 

Britain sees all these things. She realizes the Italian 
threat to her Empire. Therefore the “Gentlemen’s Agree- 
ment,” which is supposed to contain the assurance that Italy 
expects neither the Balearics nor Ceuta as a reward for her 
help to the Spanish Rebels. I believe, however, that Musso- 
lini protests his innocence too vigorously to be taken seriously, 
and it is a matter of record that even he occasionally tells 
a lie—as all dictators must, and for which their subject- 
peoples are always ready to forgive them! 

In truth Britain is conscious that she has been alseep 
in the Near East. She is beginning to make up for lost time. 
Mussolini forced the recent Anglo-Egyptian treaty, and for 
once his strategy failed. The show of force on the Libyan 
border drove Egypt to distraction and fear and permitted 
Britain to conclude a favorable treaty. British officers will 
head the new Egyptian army, and British equipment will con- 
tinue to supply it. Not without reason does the new highway 
from Alexandria to Cairo pass through Wadi Natrum, the 
center of Egypt’s chemical industry. Airdromes are being built 


" along the Red Sea. Artillery and anti-aircraft guns are being 


planted along coastal and boundary areas. Ismaila, at the 


_ entrance to the Suez Canal, is being transformed into a for- 
_ tress to protect the Canal, an integral part of the “Empire’s 


life-line.”’ 


Although Britain is now having her troubles in Pales- 
tine, she is nevertheless developing her military strength 
there. Airdromes are going up near Gaza, Jerusalem, and 
Haifa. At Haifa also, where only recently a new harbor was 
built, alterations are already being made to enlarge it for the 
accommodation of the entire British Mediterranean fleet. 
There also, at the end of the Mosul pipe lines, an oil refinery 
is being built as part of her military program. Guns from 
peaceful Mt. Carmel point downward over the harbor and 
out over the Mediterranean. Military roads are fast nearing 
completion linking Haifa to Bagdad and to Akaba, the out- 
let to the Red Sea. 

British agents, St. John Philby, Peek-Pasha, Cox, 
Oliver are worthy successors to the late Colonel Lawrence 
in bringing the Arabs over to the British side. Britain is 
obviously trying to solidify the entire Near East against 
Italian encroachments. Moreover, ex-King Edward’s visit 
to Kemal Pasha of Turkey was no accident, but part of 
a plan to present Italy with a strong pro-British Near East. 

There is a contest going on between Italy and Britain— 
there can no longer be any doubt of this. Mussolini cannot 
back down now, even if he would wish to, and retain his 
position, for he has fed his people with glory when he can 
give them no food. He must prepare for the final show-down 
with Britain. Indeed some people believe that Britain can 
only retrieve her lost prestige in the Near East by decisively 
defeating Italy. Only in this way, these observers insist, will 
she be able to retain access to India through the Mediter- 
ranean. Both Italy and Britain are preparing. Italy is grit- 
ting her teeth as she draws her belt tighter around an empty 
stomach. Great Britain is hopeful that Mussolini’s star will 
have been eclipsed by internal revolution growing out of the 
despair of the Italian peoples: long before the conflagration 
begins. 


| Broadcasting 
in the American Democracy 


By DAVID SARNOFF, President, Radio Corporation of America, Chairman of the Board, National Broadcasting Company 
Before National Conference on Educational Broadcasting, Washington, December 12, 1936 
[CONDENSED ] 


identical in this, that they desire to see American 

standards of education and culture raised to the highest 
possible level ; both recognize the power of radio broadcasting 
as a means to that end. However, if educators and broad- 
casters are to cooperate in their efforts to achieve that objec- 
tive they must agree upon some definition of just what they 
are trying to do. 

First I think we should analyze what we mean when 
we speak of education. I have sought a definition that might 
serve as a basis for our common interest in that subject, and 
should like to quote the views of some of your own col- 
leagues. 

Professor John Dewey of Columbia University ex- 
presses it thus: “Education is life itself, not a process of 
getting ready for the future, but of rich and happy and 


r \ HE ultimate aims of educators and broadcasters are 


purposeful living at each moment of life.” 

The Chancellor of New York University, Dr. Harold 
Woodburn Chase, says, “In a word, education means to me, 
the process of developing a personality which is at home in 
the modern world.” 

Dr. Alexander Meiklejohn, formerly of the University 
of Wisconsin, sums up his views by this statement: “Educa- 
tion is a process of acquiring intellectual control through 
experience.” 

From the President of the University of Chicago, Dr. 
Robert Maynard Hutchins, I am quoting this definition: “If 
education is rightly understood, it will be understood as the 
cultivation of the intellect. . . . The aim of education is to 
connect man with man, to connect the present with the past, 
and to advance the thinking of the race.” 

Dr. John W. Studebaker, United States Commissioner 
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of Education, states: “I conceive it as the task of liberal 
education to liberate the minds of individuals to function 
effectively in the democratic control of their social life, and 
to prepare them for and to induce continuous growth in 
personal self-expression and personal efficiency.” 

These definitions speak of education as a process of life. 
They go beyond the narrowing influence of classroom walls 
and campus boundaries. They sweep away all suggestions of 
a formal program, of a rigid curriculum, of a steep and 
narrow path to some high summit in the mountains of 
specialized learning. 

They point instead to broad fields of human knowledge 
and human experience. Perhaps all will agree that these 
definitions present the fundamental truth of what is sought 
in education, be it by radio or any other method. 

Another definition of education is suggested in the 
remark credited to the French Premier Clemenceau, when 
he was asked his opinion of his colleagues Poincaré and 
Briand. 

“Poincaré,” said the shrewd old statesman, “knows 
everything but understands nothing. Briand knows nothing 
but understands everything.” 

We may never reach the ideal where knowledge and 
understanding are perfectly combined, but I think we can 
agree that education consists both in acquiring useful knowl- 
edge and in putting that knowledge through the process of 
intellectual digestion so that it nourishes the mind and helps 
us to think and to understand. 

Thomas Edison once said, “There is no expedient to 
which a man will not go to avoid the real labor of thinking.” 

If we agree that learning how to think is an essential 
part of education, let me raise the question as to where that 
portion of our education should be acquired. While listening 
to the radio? By attending a motion picture theatre? By 
reading the newspapers and magazines? I doubt it. These 
channels of information supply food for thought, but it is 
asking too much of them to demand that they should, in 
any direct way, teach their audiences how to think. 

So we have what seem to be two fundamental depart- 
ments in education. Let us call the first the training of the 
mind, and the second the feeding of the mind. The first is a 
disciplinarian process, the second, the “service of supply.” 
The first phase of education, that of mental discipline, must 
remain primarily the objective of the classroom; the second 
phase, which is barely commenced in school and college, is 
supplied by all the varied experiences of life itself, and 
should continue to the grave. 

Radio—in common with other forms of mass communi- 
cation and entertainment—belongs to the second of these two 
educational fields. Radio programs can be created to inform 
the mind and elevate the spirit, but when one seeks to impose 
upon them the requirement that they also furnish mental 
training and discipline, one narrows their appeal an 
the dispersion of the invisible audience, thereby dei. 
the very purpose for which the program was prepared. 

Two years ago, before the National Advisory Council 
on Radio in Education, President Hutchins spoke on “Radio 
and Public Policy,” and presented the viewpoint of educators 
with great ability. In that address, Dr. Hutchins posed a 
series of interesting questions, some of which have been re- 


peated at this conference. He asked: 

“Is radio really an educational device ? What role should 
it play in our school, college, and university scheme? What 
is its place in adult education? What is adult education? 
And if it comes to that, what is education?” 

Dr. Hutchins added, “These questions I cannot pretend 
to answer. But they must be answered because they are 
fundamental questions.” 

You may be sure that I will not rush in where Dr. 
Hutchins feared to tread. But there are certain approaches 
we can make to the solution of the problems raised. Let us 
first examine: 

In analyzing the program structure of American broad- 
casting, we find a variety of presentations truly reflecting 
many phases of American life. I would not contend that all 
of these have educational merit. But none will disagree that 
the many programs which bring drama, literature, science, 
news, history, political education to vast millions of listeners 
through the medium of radio are truly educational in the 
broadest possible sense. 

Through radio we heard in our own homes the voices 
of the Presidential candidates. Each Presidential year since 
radio began to participate in the campaigns the number of 
voters has increased by many millions. Only 27,000,000 
people voted in the election of 1920. The vote was 45,000,000 
in 1936. These figures, it seems to me, offer a splendid illus- 
tration of the effectiveness of radio as a medium of popular 
political education. 

This brings me to the second topic in this discussion: 

The public service obligations of radio are legally de- 
fined in the Radio Act of 1927, and in the Communications 
Act of 1934, in the declaration that radio must serve “public 
interest, convenience, and necessity.” This statement recog- 
nizes that radio broadcasting must address itself to the public 
as a whole; that such a universal medium implies universal 
service; and that radio frequencies which are limited in 
number must be used in the broad interests of the general 
body of listeners. 

However wide the field for further improvement, I 
believe that responsible broadcasters are meeting the public 
requirements imposed upon them by the language and spirit 
of the Radio Act. This fact becomes plainer when we 
examine the character of a broadcasting structure which is 
self-sustaining, which imposes no tax upon the millions of 
listeners, and which draws no subsidy from the Government 
treasury. 

The American system of broadcasting has enabled radio 
in the United States to present to the public the foremost 
artists in the world of musi and entertainment, and to 
supply finer programs than can be heard regularly in any 
other country in the world. 

Sponsored by American industry, broadcasting has in- 
vested millions of dollars in gaining the experience and skill 
necessary to build those programs. Industry is learning how 
to use this new medium to the advantage of the public and 
itself. The problem always is to secure and maintain an 
audience, whether the message is commerce, news, or specific 
education. In that, the educator has a common problem with 
the broadcaster and the commercial sponsor. For the listener 
at all times has the radio program under hair-trigger con- 
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trol. He has only to move his finger and the program is 
obliterated. : 

Radio broadcasting involves the dual function of trans- 
mission and reception; and reception implies a listening 
audience. If I talk before a microphone am I broadcasting? 
Not necessarily. An explosion in the middle of the Sahara 
Desert makes no sound if there are no ears to hear it. 1 am 
not broadcasting in any real sense until 1 can capture an 
audience—and hold it. 

Whatever the medium of expression—whether it be 
magazine, newspaper, radio, motion picture, billboard, or 
sky-writing—the nature of the medium cannot be altered to 
fit the message. The shoe is on the otlier foot. The message 
must be so formulated that it employs to best advantage 
the character and technique of the medium. This applies 
just as much to an educational program as it does to enter- 
tainment. 

Broadcasters are always searching for program material 
that bears the stamp of creative thinking and public interest. 
We do not necessarily think of such material as either “high- 
brow” or “low-brow’’—educational or non-educational. 
What we seek is material of authentic interest to any fair- 
sized section of the public. 

And who can be certain what the final verdict will be 
on the educational character of programs not labelled today 
as educational? William Shakespeare in his day was looked 
down upon by many educated men as a vulgar strolling 
player, a low fellow “playing down to the masses,” a prac- 
tical theatre man engaged in commercial ventures. The Uni- 
versity of Oxford, defender of classical education, attacked 
him. And now, in 1936, two productions of Hamlet are 
playing on Broadway to crowded houses. Any theatrical 
manager who undertakes a Shakespearean production today 
considers that he is making a contribution to culture and 
education. 

| have referred to some of the broad considerations of 
radio as an educational force, and indicated the approach 
which radio has made to public service in both the general 
and specific fields of education. A decade of broadcasting to 
the public has developed many of the possibilities and some 
of the limitations of the art. But we continue to advance. 
New services are near at hand. The advent of television— 
the addition of sight to sound—will open new fields for the 
use of radio in education. 

It is our mutual task now to utilize the experience of 
the past in order to chart a course for the future. To be 
effective in this field and to reach the vast audiences that 
the American system of broadcasting has created, the tech- 


nique of the broadcaster and the knowledge of the educator 
must be combined. 


Our American system of providing universal broad- 
casting service without cost to the listener rests on private 
commercial support. It has made possible: 

First, nationwide facilities capable of delivering pro- 
grams to practically every man, woman, and child in the 
United States, covering a vast area of approximately 1500 
by 3000 miles. 

Second, a system that has induced the people of the 
United States to equip themselves with nearly 30,000,000 
radio receiving sets, with the economy made possible by 
mass production and consumption. 

Third, a system which provides more and finer pro- 
grams than are available to any other people on earth. 

These achievements of the American radio industry 
have, I believe, served the “public interest, convenience, and 
necessity.” —The American system has made it possible for 
the educator to reach an audience of a magnitude undreamed 
of a few years ago. It has more to offer education and the 
educator than any other known radio system. The important 
question is, ““Do we wish to preserve this system?” 

In my view, the maintenance of the American system 
of broadcasting is the most vital consideration of all. Its 
development has provided an unfettered public forum 
through the air; free speech on public issues; an opportunity 
for the public to accept or reject the programs offered to it; 
and a medium of education that presents a real growing 
opportunity to the educational world. That is not the case 
in most countries. While in Europe recently I had occasion 
to study the broadcasting systems of many other lands. I 
saw education and information controlled by the phobias of 
dictatorship. There, speech is not free but perverted. Too 
often I heard radio used to destroy, not to elevate, the cul- 
tural heritage of man. 

Broadcasting can be neither free nor democratic where 
censorship is rampant and bureaucracy sits enthroned at the 
microphone. There, public interest, convenience, and neces- 
sity are determined for and not by the public. 

Educators and broadcasters have a vital interest in pre- 
serving the American system of broadcasting. I emphasize 
this because if a real solution of the problems under con- 
sideration is to be obtained a solid foundation is necessary. 
Within the framework of the American system of broad- 
casting, there can be no real disagreement between educators 
and broadcasters as to an improved use of this great force 
in the best interests of our people. 

I believe that a free radio and a free democracy are 
inseparable; that we cannot have a controlled radio and 
retain a democracy; that when a free radio goes, so also 
goes free speech, free press, freedom of worship, and freedom 
of education. 


Our Interest in South America 


By HARPER SIBLEY, President, Chamber of Commerce of the United States 
Over WIZ, Washington, December 29, 1936 


about my recent trip to South America where, through 
the courtesy of the President and Secretary Hull, I 
had the privilege of listening in to many of the important 


| WELCOME this opportunity of saying a few words 


sessions of the Pan American Peace Conference. I also met 
the business men representing our leading American indus- 
tries in practically every country of South America and had 
the pleasure of discussing with them the conditions and op- 
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portunities for trade between each of these countries and 
the United States. And besides all this I was able, of course, 
to see something of each of these nations, especially their 
producing areas. 

First of all, let me say that it is impossible to generalize 
about the twenty-one different countries that participated 
in the Pan American Conference. Each one is as different 
from the other as the various nations of Europe. As a matter 
of fact, two adjoining ccuntries in South America are often 
as different one from the other as the United States is dif- 
ferent from Mexico. 

Frankly, I had not fully appreciated this fact. We all 
recognize that Canada and the United States and Mexico 
have no uniform opinions on national or international prob- 
lems, but probably many Americans would not realize that 
there is the same diversity among the South American 
nations. Moreover, a citizen of one of these countries might 
actually be shocked at being taken for a citizen of another 
nation. 

A second impression that I bring back with me is the 
fact that there are still vast areas of good land to be settled 
on the South American continent. Fifty years ago in the 
United States there was still much available land for settle- 
ment and thousands of our citizens were responding to the 
urge to move westward. Today practically all of the good 
land in the United States is already settled and, as a matter 
of fact, too much of our dry lands have been settled that 
ought never to have been homesteaded. 

In South America, however, particularly in Brazil and 
the Argentine, there are vast areas of rich, fertile soils, with 
suitable climate and rain fall, which never yet have been 
broken up by settlers. Moreover, there are very large known 
deposits of minerals, including iron ore, which still await 
development. 

As one greatly interested in agriculture, due to the fact 
that my family have always owned and operated farms in 
different parts of the United States, I spent as much time 
as possible in the great farm areas of the Argentine Republic 
and Brazil. As you undoubtedly know, the Argentine Repub- 
lic today is the largest producer of corn in the world, next 
to the United States, and also a very large producer of 
wheat and many other grain crops as well as cattle, sheep, 
and wool. Because of the wonderfully fertile soils, good 
rainfall and temperate climate, the possibilities for increasing 
production of these commodities seems almost unlimited in 
that nation. 

Brazil, which is many times larger than the Argentine 
and greater in area even than the United States, has hardly 
touched agricultural possibilities. Besides being the greatest 
producer of coffee in the world, Brazil is now increasing 
her cotton acreage by leaps and bounds. Five years ago the 
state of Sao Paulo had only about 250,000 acres in cotton. 
This past year two and a half million acres were planted 
to cotton, and next year the acreage will be more than three 
millions. Representatives of our United States Department 
of Agriculture who have investigated that one state carefully 
believe that there are more than twenty million acres suitable 
for cotton which never have been planted down to any crop. 
In other words, this is rich, virgin soil which only needs to 
be cleared of timber and brush to become first class cotton 
land. 





Moreover, the agricultural authorities in Brazil, nearly 
all of whom have been trained in the United States are 
thoroughly alive to the situation and are rendering invaluable 
service in helping their people to convert these lands into 
producing areas. Strick laws have been passed requiring every 
cotton grower to purchase his seed from the Brazilian Gov- 
ernment, which undertakes to see that all this seed is uniform 
and suitable for Brazilian conditions. As a matter of fact, 
all of this cotton seed has been brought from the United 
States and adapted to Brazilian soils and climate. Other 
states besides Sao Paulo are also potential large cotton 
producing areas. 


The intense interest in increasing cotton production 
throughout Brazil is due to three major factors—the first of 
which to the collapse of coffee prices owing to vast over- 
production in that industry. The agricultural producers, 
therefore, are hunting for other crops which will be more 
profitable to them. 


Second, it is only within the last few years that the 
farmers in the State of Sao Paulo have discovered that this 
country is eminently suited to cotton production, especially 
with those varieties which the Brazilian Government have 
adapted to their conditions. Heretofore poor varieties and 
poor practices brought rather unsatisfactory results to the 
cotton growers. Now, however, the cotton yields on these 
virgin soils are very satisfactory and uniform in quality. 

Third, the recently improving prices for cotton in the 
world markets combined with the greatly depreciated value 
of Brazilian currency have brought a very satisfactory return 
to the Brazilian cotton grower, at least in his own currency. 
As a matter of fact, during the last two or three years the 
profits from cotton growing have been many times the profits 
from coffee production. Undoubtedly the action of the United 
States Agricultural authorities in supporting and raising cot- 
ton prices in the United States has been a factor in encourag- 
ing larger cotton production in Brazil and the Argentine. 
But I am convinced that the acreage in Brazilian cotton 
would be increasing in any event because of the first two 
factors I have mentioned. 


On the other hand, although the peoples of Brazil, the 
Argentine Republic, and the other South American countries 
are likely to increase the output from their farms and 
ranches, nevertheless there is little probability that they will 
be able to enlarge immediately their manufacture of machinery 
and industrial goods. It seems to me that for a long time there 
will be an increasing demand from these areas for the type 
of manufactured goods which the United States can turn 
out to greater advantage than any other country in the 
world. They will want our automobiles and our typewriters, 
our radios and our refrigerators, and other commodities 
which we manufacture so efficiently in the United States. 
Moreover, as increasing production raises their standard of 
living, their buying power for American goods will steadily 
improve. 

And, in turn, the improvements in American industry 
will mean greater demand for the minerals—tin, copper, 
nitrates, manganese, etc.—and the coffee and tropical products 
which South America can produce in such tremendous quan- 
tities and which, for many years, we will need to buy from 
them. In other words, there should be an ever-growing inter- 
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change of goods between the raw materials produced by 
South America and the industrial goods made in our own 
North American factories. 

And now just a few words concerning the great Pan 
American Conference in Buenos Aires which was attended 
by delegates from twenty-one different nations in the North, 
Central and South Americas. The most dramatic moment 
of this conference came when President Roosevelt arrived in 
Buenos Aires. Hundreds of thousands of people lined the 
streets and cheered as the President drove from his American 


‘ship to the Halls of Congress, the President responded, of 


course, to the enthusiasm of these people with that charm and 
delightful personality with which we are so familiar in the 
United States. He was an ambassador of good will between 
nations in the very finest sense. 


It was not so long ago that most of these twenty-one 
nations looked toward the United States with suspicion and 
distrust, fearing that the very strength and the power of our 
country might lead us to a policy of dictation to the smaller 
nations. They felt that the Monroe Doctrine, however pro- 
tecting and helpful its purpose, was nevertheless imposed on 
them by the United States without their consent. Moreover, 
on every occasion that we landed marines in one of the 
islands of the Caribbean the newspapers of the other Ameri- 
cas broadcast this fact in their headlines. Today, however, 
this spirit of mistrust and suspicion has almost completely 
vanished and instead the United States is now accepted as 
a good neighbor without imperialistic ambitions. 


Further, the course of events in Europe has served to 
draw these South American countries closer to the United 
States. It was natural that as most of these areas were 
settled originally by pioneers from Spain and Portugal their 
interests remained strongly with their mother countries. 
Moreover, their language being Spanish or Portuguese, the 
papers and magazines that circulated most easily throughout 
the South Americas were those printed in Madrid or Lisbon. 
As a matter of fact, until very recently the educated and 
cultured people of the Nations to the South considered that 
most of the basic culture and art and music of the world 
emanated from the Continent of Europe and that the United 
States was important chiefly only in commerce and trade. 


The unfortunate state of affairs in Spain has caused 
the younger generations of South America to wonder whether 
the culture of Europe was, however, after all, superior to 
the rest of the world; and many young men and women have 
turned their eyes toward the United States for the first time. 


Likewise, twenty years ago, transportation between the 
Argentine, Brazil and the United States was difficult, and 
few good ships ran between the North and the South Ameri- 
can ports. It was much more comfortable to take a fine ship 
from a South American port to Europe and then return from 
Europe to New York than to make the trip direct. This 
naturally favored transportation between the South American 
countries and Europe rather than with the United States. 
Today all this is changed. Excellent steamships now ply 
between the United States, and both the East Coast and 
West Coast of South America. 


Then, too, the splendid service of the Pan American 
Air Ways now links the United States with every Central 
and South American country in an incredibly short space 
of time. 





I cannot speak too highly of the splendid service of this 
Pan American Air Ways Company. They run up-to-date and 
comfortable planes. Their pilots and other officers are efficient 
and courteous, and the accommodations at the overnight 
stops are clean and attractive. As a matter of fact, the Pan 
American Air Ways Company has spent thousands of dollars 
in providing tile bath rooms and Simmons beds in many of 
the cities of the South, especially for the convenience of their 
own passengers. This company is one of the finest industrial 
ambassadors that the American people could possibly desire. 

We also have the excellent service of the All America 
Telegraph and Cable Company between the North and the 
South Americas and a highly satisfactory radio service. Al- 
though standing 6,000 miles away in Buenos Aires I am 
told that my voice was heard distinctly over a national broad- 
cast here in the United States about ten days ago. 

As a result of this combination of a breakdown in 
Europe and a new opportunity for the South American 
people to visit the United States, I found the eyes of the 
South looking towards the North with much greater interest 
than in the past. I am sure that we shall find many more 
students entering our American universities from the other 
American nations, and I hope very much that many of our 
American boys and girls will seek the opportunity of study- 
ing in some of their great institutions—several of them 
founded even before our oldest university, Harvard. 


As regards the conference itself with twenty-one differ- 
ent delegations, there were, of course, twenty-one different 
ideas of what might be accomplished. Some of the countries 
desired to establish a definite league of nations of the 
Americas, with a permanent headquarters and a staff of secre- 
taries. Other delegations proposed an international high court 
to consider disputes arising between the various American 
countries. 


On the other hand, certain of these countries, remem- 
bering that for generations they had had vigorous and im- 
portant trade with the countries of Europe and Great Britain, 
were somewhat hesitant to take any steps which might dis- 
turb these relationships. 


It was necessary, therefore, as is usually the case in a 
situation such as this, to work out compromises which would 
accomplish the main purpose of good will between the 
Americas, even though certain propositions had to be 
postponed. 

I think everyone present at the sessions was convinced 
that the spirit of friendship and good will that permeated all 
of the various sessions was an amazing achievement in a 
world where there is today so much distrust and jealousy 
and antagonism. 


Moreover, one of the very definite accomplishments was 
the adoption of the underlying principles of the Monroe Doc- 
trine by all of the nations participating in the conference. 
In other words, it is no longer the duty and the responsibility 
of the United States alone to take action opposing any pos- 
sible aggression from nations over seas, but now all of these 
countries bind themselves unitedly to protect each other against 
such aggression. It seems to me that this common acceptance 
of the fundamental principles of the Monroe Doctrine by 
all the twenty-one nations is a magnificent accomplishment 
toward mutual understanding and good will. 

The success of this Pan American Conference—and 
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successful it has been—is due primarily to the unswerving 
determination of Secretary Hull, over a period of the last 
few years, to place the foreign policy of the United States 
Government upon the highest possible basis of integrity, fair 
dealing and consideration for the rights of other nations— 
no matter how small. For many years the United States 
Government has endeavored to establish its foreign policy 
on this very plane, but unquestionably Secretary Hull has 
brought a conviction and an understanding to the other 


countries of the Americas to a greater degree than in former 
Administrations. 

The people of the United States can face the New Year 
therefore with a profound sense of thanksgiving that along 
the length and breadth of the continents of Central and 
South America there is an era of peace on earth and good will 
toward men. Let us hope that somehow in some way this 
same spirit may cross the oceans and enter into the relation- 
ships between men in all parts of the world. 


Renewing the Battle for Minimum 
Wage Legislation 


By ELINORE M. HERRICK, Regional Director 
National Labor Relations Board, Radio Station WMC4A, December 11, 1936 


tion and the role the courts have played in that fight 

just don’t make sense to the average layman. Thirteen 
years ago the United States Supreme Court told us that a 
minimum wage which would guarantee to women and girls 
enough to live on—or rather to keep alive on—was uncon- 
stitutional. But Justice Sutherland who wrote the opinion of 
the court in that case indicated clearly at the time that a 
minimum wage based on “a fair value for the services ren- 
dered” would be understandable. So, hopefully, the friends 
of exploited women and child workers tried their luck again 
and wrote a law based squarely on Justice Sutherland’s own 
words in this now thirteen-year-old decision. But when the 
case came again before Justice Sutherland in 1936 he either 
did not remember and recognize his own records or he had 
repented of his rashness in giving us a clue and so he was 
among the Justices of the Court who a second time held 
minimum wage legislation unconstitutional. 

The layman who reads the decision handed down this 
week by this same Justice Sutherland in which the learned 
court upheld price fixing is thrown into a perfect vortex of 
bewilderment. For now the Justice says “the court would 
never suggest a legislative remedy the validity of which might 
seem open to doubt”—yet to the layman that would seem 
to be just exactly what this same Justice did in the now 
historic Adkins Minimum wage case of 1923 and the later 
1936 New York minimum wage case. 

I repeat—it just does not seem to make sense. Unless 
indeed it is easier to find for the owner of a trade mark than 
it is to find merit in society’s attempt to protect helpless 
working women from exploitation. The workings of the 
legal mind are difficult if not impossible to understand. 

We in New York have convincing proof before us of 
the need for minimum wage regulations and of the success 
of this method of protecting our living standards. In 1933 
nearly one quarter of the women in laundries—the first in- 
dustry to which the state wage law applied—were earning 
less than $8.00 a week and in 1935 after the state had set 
a minimum wage of only 6.6% were earning less than $8.00 
a week and the medium wage had risen from $10.41 a week 
to $13.42. Ever since the Supreme Court struck down the 
law many laundry employers have struggled to maintain wage 


T= history of the fight for minimum wage legisla- 


levels but how long they will be able to continue is prob- 
lematical because already some laundries have reduced wages 
drastically below those required under the laundry order of 
the government. The laundry owners set a new precedent 
for social legislation when they actively participated in the 
defense of the law from which their industry had benefited 
so greatly. But even this plea did not move the Court. In- 
stead the law was defeated and the attack on it was financed 
by the hotel industry which for the first time in the his- 
tory of the state of New York had felt the hand of gov- 
ernment control. An industry which could afford to pay its 
waitresses only $5.50 a week and for whom the average pay 
to all its women employees averaged only $8.44 a week man- 
aged to raise a huge sum to defeat the law which had tried 
to fix a minimum wage of only 18c an hour. 

By a curious chain of events a law almost exactly like 
the now unconstitutional New York law has just been up- 
held by the Federal Court in Ohio. And already there is 
another case before the Supreme Court based on the old 
law which was declared unconstitutional in 1923. This law 
has been on the statute books of the State of Washington 
for years, and was never contested until the success of the 
Hotel Industry in New York emboldened an employer in 
far distant Washington to again raise the issue. 

But the psychological effect of this maze of fine spun 
legal theories has not been what the enemies of this kind 
of legislation anticipated. They undoubtedly expected that 
we would give up the battle and admit defeat. Instead not 
only the Industrial Commissioner of New York state but 
all those groups and organizations that led the 20 year fight 
for this legislation have banded together for a new law. Nor 
are we going to waste time trying to write a law to please 
Justice Sutherland—we tried that once ar.d it did not work. 
We are through with temporizing and trimming. We will 
not abandon the fight for a law based squarely on the prin- 
ciple that women who work are entitled to earn enough to 
keep life in their bodies. 

Here and there throughout the country the~e seep 
through reports showing that countless workers have to turn 
to public and private charity to eke out the difference be- 
tween what their employers pay them and what it costs 
them to live even in the most meager fashion. We intend 
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to pass in New York state this year a new minimum wage 
law which will be the most effective we can devise from 
the standpoint of administration and the basic principles of 
giving proper protection to workers who cannot struggle 
by themselves and who need the aid of the state in secur- 
ing enough to meet their barest necessities. We are through 
with temporizing. We believe that the law of the land must 
be made to meet the needs of the people. We challenge any 
theory—of jurisprudence or of business or of society—which 
says that wage earning women, the majority of whom con- 
tribute to the support of their families are not entitled to 
a decent wage for their services. We know also that there 
are many industries in which men—no less than women, are 
at the mercy of the employing group upon whom no check 
is made as to the amount paid out in wages and the amount 
paid out in dividends. 

Is society going to tolerate the payment of 5c an hour? 
And do nothing about it? Figures collected by the New York 
department of labor show that some women packers in candy 
factories are paid as low as 5c an hour and that in 1935 
few earned more than 35c an hour while a quarter of the 
women in this industry earn less than 25c an hour. In still 
another woman employing industry women’s wages range 
from 8c an hour upward. When you buy your Christmas 
dates this year just remember that some women earn only 
4c an hour in this packing industry and few are able to earn 
over 25c an hour. For the neat and careful work required in 
packing fancy baskets of fruit women receive extremely low 
wages—14% cannot even earn 10c an hour and 38% earn 
less than 25c. 

All the wages quoted are lower than the minimum wages 
approved in the NRA codes for these same industries. Those 
codes passed out of existence with the decision of the Su- 
preme Court on the “sick chicken case’—but price fixing, 
which affects adversely our entire consumer population re- 
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mains and has been upheld by the same Court that declared 
state and federal legislation for minimum wage unconsti- 
tutional. It just doesn’t make sense! But we are not giving 
up the battle. 

I predict that the consumers of the nation will awaken 
presently and rebel against a situation in which the right 
of manufacturers to fix prices at whatever they reckon the 
“goodwill” of the advertised trade name is worth—a value 
which the manufacturer fixes without any check upon his 
estimate—will rebel. Workers who are at the same time con- 
sumers don’t attach any value to “good will” as defined by 
court or manufacturer when their wages are subject to ruth- 
less competition and wage cutting. 

Throughout the country the tide of sentiment for mini- 
mum wage legislation is running high. In Massachusetts 
within the past week the Minimum Wage Commission, noth- 
ing daunted by court decisions, has ordered higher wages 
effective in January for women and minors employed in the 
candy and men’s furnishings industries. 

If the election returns meant anything at all—and I 
think we will all agree that they did mean more than just 
the re-election of the most liberal and humane president we 
have had—they meant that the people of the country ap- 
proved of a government that was thinking, planning and do- 
ing for the welfare of all the people from the most humble 
works in factory and shop to the bank president whose bank 
was saved by the financial policies of the government and to 
the head of the largest manufacturing industry whose con- 
tinuance in business was made possible only because this 
government adopted heroic measures to build up the pur- 
chasing power of the country. 

There are many competent authorities who hold that 
the Supreme Court has exceeded its authority under the 
Constitution to declare laws for the general welfare of the 
people unconstitutional. There are others who moan despair- 
ingly about the “nine old men.” Remembering the valiant 
liberalism of Justice Holmes we can’t build up a too con- 
vincing argument about the mere age of those on the highest 
court of the land. Apparently it is not years that determine 
vitality and vigor of mind. There are other proposals that laws 
may be declared unconstitutional only by a two-thirds majority 
of the Court. Some point out that the number of Justices 
has been increased in the past and could be increased again 
—in effect “‘packing the court.” But to my mind these sug- 
gestions are but ways of avoiding the clear issue. We have 
let ourselves get all snarled up in that lawyer’s paradise “due 
process” which no mere layman can understand. Somehow 
the amendment which was written into the constitution to 
make black men free has been distorted to make all workers 
—no matter what their color—slaves—wage slaves, if you 
please. We have allowed ourselves to get all snarled up in 
legal red-tape that prevents us from working out the kind 
of democracy that alone is worth having. 

And so the friends of minimum wage are rallying again 
and throw down the gauntlet. We intend to pass a new law 
in New York State, the kind of a law that we now know 
from experience we ought to have and if it takes a consti- 
tutional amendment to validate that law and other laws 
designed to make life more worth living for millions of our 
citizens, why then we'll fight for a constitutional amend- 
ment too. But make no mistake about it—in the words of 
our President, “We've only just begun to fight. . .”! 
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